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Py of us fail to appreciate what a vital role is the smoothly and efficiently is checks. That's why they have be- 
















banker's in these difficult times. Actually he is no less essen- come the medium of exchange for over 90% of today’s busi- Defe 
tial to this nation’s war effort than the man at the lathe, the ness. » » It is as important to protect checks against fraudulent 

: , ‘ . : a ge SIR 
gunner in the turret, the pilot at the controls. In fact, under manipulation — alteration or counterfeiting — as it is to protect B rticl 
our present economy, it would be impossible to wage war or our currency. Most of the leading banks as well as prominent SClear; 
carry on the business of peace without his services. » » Banks corporations everywhere depend upon La Monte Safety Papers Hvelop 
not only p!ay an important part in financing the war, but offer for that protection. The safety paper “identified by the wavy — 
a service which expedites every major financial transaction. lines” is accepted from coast to coast as the standard of pro- a” ps 
» » America couldn't get along without the Banker — and one tection for checks. » » Your lithographer or printer will show itising 
of the devices which enables the banker to function so you samples of these highly individual check papers. pthe 
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Sirs: Central Bank, Oakland, Cali- 
Mornia, has taken advantage of the present 


; « 
widespread discussion of priorities to point 
but in an advertisement that there are no 
priorities on the purchase of United States 







efense Bonds and Stamps. The adver- 


it 
PRIDRITIES 


ON US. 
DEFENSE BONDS 
AND STAMPS 


HENRY J. BOONE, Editor 
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isement featuring this thought follows a 

series on defense bonds published by the 

—_. The copy not only urges the — 

chase of these government securities but é 2 

emphasizes the importance of buying them Banking’s Drive to Sell War Bonds - - - 26 

pout of earnings rather than savings. By HARRY V. ODLE 
Emit REINHARDT ADVERTISING 
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Oakland, California . 3 
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Defense Bond Advertising 


Stirs: I have seen the very excellent 


: eae in the March issue of The te oe Court Decisions " - + - ' . . 29 
Clearing House regarding the plan de- 
veloped by the New York City commercial By CHARLES R. ROSENBERG, Jr. 


sbanks for co-ordinating defense bond 
advertising. This is indeed a clear picture - 
lof the effective way in which bank adver- The Booklet Counter - - + - - - 30 
plising has been co-ordinated in behalf of 
ithe defense savings program, and we 
Mppreciate your co-operation in bringing it 
s\o the attention of your readers. 

| ' R. W. Sparks, Field Director, 

| Defense Savings Staff, 

Treasury Department, 








EDITORIAL AND BustIness OFFICES .............2200.68 Detroit, Michigan 





Washington, D. C. ADVERTISING OFFICES: 
- DETROIT, Second and Burroughs Avenues................ Madison 2260 
° ° ° NEW YORK CITY, 219 Fourth Avenue............... Algonquin 6-4350 


CHICAGO, 208 West Washington Street..............0e.00- Franklin 3929 


inancial Librarians FRANK E. QUISH, National Advertising Manager 

Sirs: Miss Mary McLean, librarian of . ' ‘ 

4 ithe American Bankers Association, has Copyrighted, 1942, by Burroughs Adding Machine Company 
asked me to send you information about 


the Financial Group of the Special Libra- 


vee: 
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ries Association which is planning a_pro- 
gram of special interest to financial tibra- 
rians for the War Emergency Conference 
of that association to be held at the Hotel 
Statler, Detroit, Michigan, June 18-20 
“Problems Created by the Discontinu- 
ance and Alteration of Statistical and Other 
Informational Sources” will be the subject 
of one meeting. The speakers will be 
experts on statistics rather than librarians. 
A second meeting will be devoted to a panel 
discussion “‘Washington Libraries and the 
War,” members of the panel being several 
Washington librarians. 


Marion E. WELLs, Chairman, 
Financial Group, Special 
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Service Flag 

Sirs: A service flag with fifty-two stay 
now waves in front of California Bank’; 
head office in Los Angeles, bespeaking} 
pride in the fifty-two employees who hay 
answered the call to military service, and 
reminding all who pass that this is every. 


Savings and Loan Problems 
Sirs: The article on “Savings and Loan 
Wartime Problems” turned out to be so 
impressive in appearance that we would 
like to have the members of the Board of 
Directors receive copies direct from you. 
A. D. THEOBALD, Assistant Vice- 
President—Treasurer, United 


States Savings and Loan Longee, 
Chicago, Illinois 


Sirs: I enjoyed reading Morton Bod- 
fish’s article on “Savings and Loan War- 
time Problems.” It is very gratifying to 
me and to a lot of others in our industry to 
have you give us this very nice article. 

Car. J. BERGMANN, President, 
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Libraries Association, 
The First National Bank of Chicago, 
Chicago, Illinois 


Washington Permanent Buildin 


Association, Washington, D. C. 
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body’s war. Looking at the flag are, righi, 
George M. Chelew, junior vice-presiden| 
and personnel director, and Michael L 
Donnelly, assistant manager, advertising 
and publicity department. 

Rop MacLean, Manager, 

Advertising and Publicity Department, 

California Bank, 

Los Angeles, Californis 
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Topical 
Sirs: We are enclosing a proof ol i 
recent display advertisement that we 
thought = might find of interest. Ow 
bank is the leading financing institution o 
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When grandpapa, in youthful prime, 
Showed grandmama a merry time | 
Upon the streets of Kalamazoo 
































Astride a bicycle built for two. ea 
Time is ««- ot 
When rubher shortage, lack of cars, | ch 
May mean return to handie-bars. 
As Yankees young and old alike ne 
| Pedal for Victory on a bike. Te: 
9 | sesh wheel tendon” "ood net Eee ris 
BANKERS’ BANK IN A RESERVE CITY | jaa nin vbr | . 
| : W 
Southern California is an important area in the present = Industrial ox | re 
z State Bank te 
war economy, a vital part of Democracy’s arsenal. Califor- OF KALAMAZOO “a 
_ ‘a = n Open Wedngsday Evenings from 6:30 to 8:00 O'Clock | 
nia Bank, a bankers’ bank in a Reserve City, offers its serv- 
ices and specialized knowledge of this area and its indus- in 
tries to your Bank and, through you, to your customers. | this area on transportation, and a tout) 
like this under present conditions in the ot 
automotive field, we felt would be topica! li! 
* M. Date OGDEN, th 
Industrial State Bank, | in 
Kalamazoo, Michige! tl 
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Otsego has a population of 3,500 ; the trade territory is not large nor particularly prosperous 
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it is still very essential that banks operate successfully, to be solvent. 
Here is how this is being accomplished soundly by one small town bank 


banks such as ours undoubtedly 

will be confronted with an 
earnings problem, along with such 
other problems as personnel shortages, 
changed credit standings of local busi- 
nesses hit by priorities and other 
restrictions, savings withdrawals, and 
rising expenses. However, we will try 
to meet these problems as they arise. 
We will help all we can to win the war 
regardless of whether we make any 
money or not for the duration of the 
emergency. 

In fact, it seems almost out of place 
these days to talk about bank earn- 
ings. And yet, we all know that banks 
cannot long remain solvent unless they 
conduct their operations on a business- 
like basis. We had that idea when 
the writer took over as cashier follow- 
ing reorganization early in 1933. At 
that time we set up two definite poli- 


A the war progresses, small town 


By 
HAL G. VINCENT 


President, State Savings Bank, 
Otsego, Michigan 


cies. One of them was to run a sound, 
profitable bank. The other was to 
run it on a friendly basis, to make 
every effort to overcome the objections 
of our critics, and to do everything 
we could to build good will on a lasting 
basis. 

The trade territory in which our 
bank is located is neither large nor 
particularly prosperous. Otsego has a 
population of about 3,500 and is 
located in Allegan County fifteen 
miles northwest of Kalamazoo. Otsego 
is supported by three paper mills and 
a fairly .good dairy section. Total 


resources of the bank today are around 
the $600,000 mark, with about 50 per 
cent of that amount in local loans, 
25 per cent in cash and 25 per cent in 
bonds. Capital is $50,000 with surplus 
and undivided profits approximately 
$35,000. 

Our earnings have been satisfactory 
for a bank of our size from the begin- 
ning. Last year, for example, earnings 
amounted to something like 27 per 
cent on our capital, or 16 per cent on 
total invested funds, that is, on capital, 
surplus, undivided profits and reserves. 
Earnings for last year, on a percentage 
basis, came from the following sources: 
From interest and discount on loans 
71 per cent. From interest on bonds 
12 percent. From collection and serv- 
ice charges, fees, etc., 17 per cent. 

We are glad to discuss our policies 
in relation to their effect on earnings 
for any assistance they may be to 
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Bank customer 


Cashier G. Appelt, Jr. 
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President Vincent 


Cultivating customer loyalty makes proper charges possible 


other banks in our size-group. We 
don’t believe that we levy any charges 
for services that are not fair and rea- 
sonable, though we have tried to 
spread our charges fairly over all 
services. 

In previous articles I have said, 
“The public is fair. People are willing 
to pay for what they get. It is just a 
question of making them see that they 
are getting value received for their 
money.” So the matter of public 
relations, or salesmanship, enters pro- 
nouncedly into the affairs of a bank 
and influences its ability to collect 
suitable prices for its merchandise. 

We try constantly to influence others 
in the community to feel that, in this 
bank, they have something of which 
they can be proud. It is not enough 
for people to say that we have a good 
bank or a strong bank or a friendly 
bank or a helpful bank; what they say 
and feel about us must be a combina- 
tion of all of these. In their eyes we 
must be not only just as competent to 
operate as sound and as healthy a 
bank as our competitor but a little 
MORE competent, and we must be 
able to offer a little more than he does 
in the way of friendly and helpful 
services. When a bank has been suc- 
cessful in developing, through a con- 
tinuous public relations program, this 
kind oi a clientele, it will be a loyal 
clientele willing to support the bank’s 
policies and to pay its prices. 

Two things primarily provide and 
regulate net earnings, one being in- 
come and the other expense. Natu- 
rally, both are worthy of careful 
study by those bankers who want 


to make money for their institutions. 


"THE quantity and quality of local 

loans are of greatest importance in 
determining a bank’s earning power. 
Service charges can augment but never 
supplant the income derived from a 
good volume of loans. We believe in 
diversified loans, small loans to a lot 
of people. To be sure, Regulation W 
has had its effect on our installment 
loan portfolio which had, until re- 


cently, been maintained around the 
$100,000 level. We cannot finance 
automobiles so we must look elsewhere 
to utilize our funds. A portion of this 
slack has already been taken up in 
good amortized mortgages. We made 
an effort to locate these and will con- 
tinue to put forth additional efforts 
to keep our funds working, even 
though we may have to be satisfied 
with lower rates than we were accus- 
tomed to receive on installment con- 
sumer credit loans. 

We firmly believe in the policy of 
amortization and refuse to carry in 
our file any loan which takes on the 
aspect of a slow one. At our last 
Federal examination not one loan was 
classified as either slow, doubtful or 
loss. The examiner’s sheet bearing the 
heading “‘Conclusions and Recommen- 
dations” contained not a single word. 

Directors can be extremely helpful 
in procuring loans, as well as other 
business, for the bank. Our directors 
are well posted on what goes on in the 
bank and have qualified themselves 
for their jobs. 

By reason of the support which a 
good loan volume gives to earning 
power, the temptation to gamble on 
the investment account to realize 
needed income is absent. All our 
bonds are first quality. We are not 
so greatly concerned with income from 
this source that we overlook the 
essentials of liquidity. We want to be 
able to fall back on our bonds in an 
emergency. Even the small bank can 
and should have an investment policy. 
For example, 75 per cent of our bonds 
mature under five years, the remainder 
under ten years, and they are properly 


The bank looks primarily to loans, not investments, for earnings 





RESOURCES 
Cash and Due From Banks $169,437.61 


(Cash in vault and deposited in 
Reserve City Banks) 


U.S. Government Obligations 48,900.00 


(Direct or fully Guaranteed) 


Municipal Bonds - - 87,073.45 
Other Bonds - - : 19,680.74 
(Highest grade marketable 
securities) 
Loans and Discounts 187,537.78 
(Loans secured or endorsed or sup- 
ported by financial statements) 
Mortgages - - - 130,300.86 
(Amortized First Mortgages mostly 
on local improved real estate) 
Bank Building - - 12,000.00 
Furniture and Fixtures - 1.00 
Total Resources - 654.931.44 





STATE SAVINGS BANK 


OTSEGO, MICHIGAN 
DECEMBER 31, 1941 


LIABILITIES 
DEPOSITS: (Depositors' Funds) 


Commercial - -* $257,823.58 
Savings . - . 254,461.00 
Public Funds - - 49,012.58 

TOTAL DEPOSITS 561,297.16 


CAPITAL ACCOUNTS: 
(Stockholders’ Funds ) 


Common Stock - 50,000.00 
Surplus - - - 11,000.00 
Undivided Profits and 
Reserves - . 26,500.00 
OTHER LIABILITIES 
Interest collected but not earned 6,134.28 
Total Liabilities 


- ($654,931.44 
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Two definite policies : 


spaced. While there are a few high- 
grade industrials in the portfolio, most 
of the securities consist of govern- 
ments and prime municipals —nation- 
ally-known issues enjoying constant 
markets. When the latter mature, a 
portion is reinvested in ten-year bonds 
yielding about 1% per cent. Our 
correspondent banks assist us in setting 
up and carrying out this program. 


N addition to loans and _ invest- 

ments, another important source of 
income is derived from service charges 
and small fees. Those who carry 
checking accounts in our bank have 
been sold on the necessity for service 
charges. I think more of my cus- 
tomers know about “‘float”’ than is the 
case in many other small banks. 
They know the purpose of a mainte- 
nance fee, and they understand what 
we mean by “activity charges” and 
“income credit” on their balances. 
Just for fear some of them might be- 
come a little forgetful, from month to 
month a complete explanation is 
printed on the back of every service 
charge ticket run through a customer’s 
account. They know, through our 
constant willingness to explain, that 
foreign items cashed at the window 
are Just as expensive to clear as though 
deposited, and must be considered in 
the cost analysis of one’s account. 

As to fees in addition to service 
charges, I think that most of us have 
learned that small amounts cannot be 
Overicoked under today’s conditions. 
A bank has many articles to sell in the 
low price range and if it sells enough 
of them it will have little to worry 
about. Banks can study the Wool- 


1. To run a sound, profitable bank. 





worth technique to splendid advan- 
tage. Five, ten and twenty-five cent 
items soon add into dollars on the 
income side of the ledger. 

For example, it is perfectly proper 
that a customer should be charged a 
25¢ fee if the bank has to return a 
check issued by him against insufficient 
funds; also 25¢ is a reasonable charge 
if the bank elects to honor the check 
and pay the overdraft. On deposited 
out-of-town checks which are returned 


for reasons which are the fault of the 


drawer we add 25¢ for handling and 
charge the full amount back to our 
depositor. We collect 25¢ for pre- 
senting sight drafts in addition to the 
usual exchange fee if collected. We 
inform those who inquire by mail that 
25¢ must accompany requests for 
credit information. We urge our mer- 
chants to convert their old accounts 
into notes which we accept for collec- 
tion on a monthly payment plan and 
deduct 25¢ for each payment made. 
The same deduction is made for rent 
and land contract: payments. Our 
records are set up so that we may 
follow up delinquencies on all of these 
collections; when they occur, added 
fees for late charges are made against 
the debtor. Our minimum charge on 
loans is most reasonable but we 
always charge an additional $1 if we 
draw and record a chattel mortgage in 
connection with the loan. 

The other side of the earnings pic- 
ture is, of course, that of expenses. 
Nobody ever accused us of being 
“tight” when it comes to paying for 
services. Salaries and bonuses paid 
in 1941 to officers and employees 
amounted to 21 per cent of our capital. 


15 





2. To run it on a friendly basis 


But we got full value in return. Our 
routine operations are co-ordinated to 
prevent duplication of effort. We 
don’t believe in doing anything the 
long way if it can possibly be avoided, 
so we don’t have to put in any over- 
time doing it. The employees partici- 
pate in watching our expenses and 
often suggest means of curtailing costs. 
Purchases are recorded on_ supply 
cards which show readily just where 
we buy and how much is paid for 
each article. We shop around for 
quality merchandise at the least cost. 


‘YPICAL of our efforts to reduce ex- 

penses is the way we have curtailed 
check supply costs. Large imprinted 
checks are supplied to our customers 
at cost, as they are in most other banks, 
I find. However, we have gone farther 
than that. We have promulgated a 
sales plan which has resulted in 75 per 
cent of our personal account deposi- 
tors using and paying for personalized 
checks. A few years ago, at Christmas 
time, we supplied each depositor with 
200 personalized pocket checks im- 
printed with his name and address free 
of charge. These outfits complete 
with leather covers, checks and deposit 
records are sold to banks at $1 each 
in small lots. Our depositors were in- 
formed that when their supply of 
checks became exhausted, reorders if 
desired could be placed at $1.25. A 
few reorders at this price soon reim- 
bursed us for our original investment, 
after which we lowered the price to 
actual cost. Periodically we go through 
our cancelled check files and make a 
list of those not using imprinted checks. 

See SMALL BANK EARNINGS—Page 32 
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OLICIES 


in a War boonomy 


HAT is the proper approach to 

bank credit policy today? Or, 

is it possible, in time of war, to 
find some dependable approach to 
credit policy? 

Bank credit executives are not alto- 
gether in agreement about it among 
themselves. One group, emphasiz- 
ing the “look ahead” idea, insists 
that “‘today’s loans must be made on 
the basis of tomorrow’s conditions.” 
Others, just as insistent, point to the 
rules of experience and the proved 
fundamentals. ‘A proven good credit 
risk is still a good credit risk,” they 
say, “in any conditions. A man’s 
basic character doesn’t change, even 
in wartime.” 

These two viewpoints on bank 
credit may seem to be in opposition. 
‘ Actually, however, they supplement 
each other. Taken together, they 
constitute at least a fair working basis 
for the solution of today’s credit 
problems. Applying them judiciously 
to individual situations is the test of 
the credit executive’s skill. 

Naturally, bank credit policy must 
always be adapted to prevailing condi- 
tions and flexible enough to change as 
conditions change. In peace time, this 
is accomplished with fair success in 


By 
GLENN K. MORRIS 


President, National Bank of Germantown and Trust Company, 
Philadelphia, Pennsylvania 


A great many unknown factors hang over bank credit 


transactions today. 


Credit analysis must deal not 


only with current assets and liabilities but must 


also attempt to determine what they will be in the 


uncertain future. There are no ready-made answers 


most banks. The prevailing condi- 
tions are, ordinarily, not difficult to 
appraise. Unexpected fluctuations 
occur, of course, but the well-equipped 
credit executive can usually discern 
the economic pattern with reasonable 
accuracy. Against that background, 
he passes judgment on the business 
and financial stability of his borrower. 

But who can discern the pattern 
and trend of a war, or, more particu- 
larly, of a war economy? 


Much depends on future rulings of the War Production Board 





f 





Many unknown quantities hang 
over every bank credit transaction 
today. Credit routine may be out- 
wardly the same as always, but the 
mind of the credit executive must 
explore possibilities for which there 
are no ready-made answers. 

As always, he takes the applicant’s 
financial statement as his starting 
point, but while his analysis deals with 
the assets and liabilities as they are 
today, he is even more concerned with 
their possible status a month, a week, 
perhaps even a day from now. If the 
applicant is operating a _ business 
dependent on civilian use of his prod- 
uct or service, how long will he be 
able to remain in business? If he does 
stay in business, will it be on a greatly 
curtailed scale? Will his stock, equip- 
ment, machinery and material become 
valueless if he is forced to quit, or 
could they be liquidated in some other 
business or industrial field? Good will 
values are meaningless in many in- 
stances, for there is no sustenance in 
the good will of a business that must 
be discontinued. 

Even where the applicant is in a 
line of business whose prospects of 
continued operation are good, a food 
business, for example, there are still 
more questions for the credit executive 
to ask himself. Is. the applicant rea- 
sonably sure of a continued labor sup- 
ply? As workers leave to enter the 
military service or war industries, will 
he be able to replace them? Could he 
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needed to remain in business? 


labor supply? 


loan? 








1. Will the applicant be able to obtain materials 


2. Will his stock, equipment, machinery and mate- 
rial become valueless if he is forced to quit? 


3. Is the applicant reasonably sure of a continued 


1. Will the prospective borrower be able to produce 
and deliver under the terms of his war contract? 


2. If he should default, will he be able to repay his 


Questions in the Mind of the Bank Credit Man 


Civilian Business 


other conditions? 


5. Are his customers mostly non-essential manu- 
facturers or distributors who may be forced to discon- 


tinue operation? 


War Industries 


4. Is the continued operation of the applicant’s 
business dependent upon the maintenance of a volume 
of automobile traffic, or upon the continuance of 


3. Should the bank require an assignment of the 
government contract as security for the loan? 


4. Should the bank order a technical inspection to 
check the applicant’s ability to produce? 














One business certainty : The volume of civilian production will inevitably be reduced as war efforts progress 


use women or men with physical in- 
firmities, perhaps, to continue in 
operation? 

Is the continued operation of the 
applicant’s business contingent upon 
the continuance of certain practices 
and customs, or perhaps upon the 
continuance of other businesses? Thus, 
if the maintenance of automobile 
traffic in volume past his location is 


_ vital to his business, what will happen 


as more and more cars go off the road? 
Or, a common example, if his customers 
are practically all non-essential manu- 
facturers or distributors, what will 
happen when they are forced to cease 
operation? 

The bank credit executive today must 
steel himself, too, against the cock- 
sureness of many loan applicants who, 
even under war conditions, are able 
to go on with their civilian businesses. 

“I’m operating in a seller’s market. 
There’s nothing to it,” they may 
say. 

The credit man isn’t so sure. Govern- 
ment policy is adamant against per- 
mitting private business to grow fat 
On war-created scarcities of civilian 
goods. If the loan applicant interprets 
his “seller’s market” in terms of 
fantastic prices and profits, the credit 
man will do him a kindness to bring 
him back to earth. The customers 
that such a business man visualizes 
in the seller’s happy hunting ground 
are too apt to disappear as a result of 
war’s dislocations; and even if they 
remain, they may find it impossible to 
meet their tax burdens and at the 
same time bid high, even if willing, for 
goods and services they can get along 
— if they have to, for the dura- 

ion. 

While, of course, no credit executive 
can foresee in detail the pattern of the 


war economy as it will appear a few 
months or a year from now, still the 
trend is pretty obvious from the im- 
plications of the announced production 
needs of the war machine and the 
plans of the government. Recent 
reports have stated the high figures 
reached by British war production in 
comparison to production for civilian 
use. Whatever particular percentages 
the United States eventually develops 
in its production as a whole, is at the 
moment not so important. What is 
important to the bank credit executive 
considering a loan application from a 
non-war production business, is the 
inescapable fact that the volume of all 
civilian business will inevitably be 
reduced as the war effort progresses. 
Will that coming reduction seriously 


or dangerously affect the applicant’s 
ability to repay his loan? If, in point 
of age and general availability, the 
applicant seems likely to be absorbed 
into the armed forces, repayment of 
the loan cannot be hoped for until the 
war ehds, except perhaps in some 
unusual cases. 


[F such questions and considerations 

seem novel and extraordinary from 
the viewpoint of credit analysis, it must 
be remembered that our operating 
conditions are not only extraordinary 
but unprecedented, for not even the 
era of the First World War offers any- 
thing like an adequate parallel for the 
economic and industrial program that 
the United States is developing today. 
The program involves credit factors 


As commercial loans increase, bank credit problems multiply 
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President GLENN K. MORRIS at his desk in the bank 


“‘Bank credit executives will not be found wanting“’ 


that the bank credit executive must 
deal with. 

It is that situation, of course, which 
gives point to the slogan which in- 
sists that today’s loans be made “on 
the basis of tomorrow’s conditions.” 


‘ The bank credit executive’s “‘general 


knowledge of conditions” is not enough 
today. He must supplement it with a 
knowledge of governmental policies 
and regulations. The government is 
taking swift and drastic action all 
along the business and industrial front. 

There is little question that the 
credit executive today must have a 
greater knowledge of a larger number 
of factors than ever before. This 
doesn’t quite mean, of course, that he 
must know everything. It does imply 
that he should be well-informed on 
everything that may directly or in- 
directly affect the credit applications 
on which he passes judgment. That 
this required knowledge extends to 
fields beyond the ordinary scope of 
business needs no argument. 

Wartime conditions do not imply, 
however, that proven principles of 
sound credit are not as sturdy a 
reliance for the bank credit executive 
as they always were. On the con- 
trary, the need for his sound, conserva- 
tive judgment is greater than ever. 
Fundamentally, the chief difference 
now is that he must apply that judg- 
ment to a vastly more complex situ- 
ation. 

The credit executive need not believe 
that a borrower who has proved to be 
a good credit risk in the past is neces- 
sarily a good credit risk today, for 
wartime changes may seriously impair 
his ability to pay, no matter how 
sincere and earnest his intent and 


desire. Yet, assuming that a borrower 
can continue to operate successfully 
in a wartime economy, a good credit 
risk is likely to be a good credit risk 
still. To that extent at least, the 
credit men who rely so heavily on the 
“fundamental character’ of the bor- 
rower are right. Other things being 
equal, the bank credit executive is 
justified in favoring applicants who 
paid their loans satisfactorily in the 
past as against applicants whose past 
repayment records are not so satis- 
factory. The old, reliable sign posts 
to good credit are still worth following, 
even in time of war. 

Thus it is that bank credit policy in 
a wartime economy is evolving as a 
curious but important blend of the 
old with the new: the old and tried 
credit principles and techniques inter- 
preted and applied in the light of the 
new conditions and new factors that 
war has brought with it. 


ITH suitable adaptations, that 
credit policy is just as applicable to 
loans for war production purposes as 
it is to loans for civilian business. Of 
course, in the case of the war produc- 
tion applicant, there is no danger of 
withdrawal of materials or of being 
forced out of operation. Yet in such 
applications there is a factor of utmost 
importance to the bank credit execu- 
tive that is not found in most civilian 
loans: the ability of the prospective 
borrower to produce and deliver under 
the terms of his war contract. 
Either he has a contract directly 
with the government or a subcontract 
with one of the prime war contractors. 


*See page 34 for item on Executive order. 


In either case, he must meet a schedule 
of deliveries in accordance with the 
terms of the contract. If he delivers 
as required, he is paid; but if he fails, 
he has defaulted under the contract. 

The government through its various 
procurement departments makes an 
effort to check on the ability of a 
prospective war goods contractor to 
produce the items in the volume and 
at the time required. So, too, do the 
prime war contractors in farming out 
production to a subcontractor. Such 
precontract check-ups, if adequately 
made, serve as a measure of protection 
for the bank which finances the con- 
tract. Yet it is hardly sound practice 
for the bank credit. executive to rely 
upon a presumed investigation by 
someone else. He cannot be a produc- 
tion engineer, but he can have profes- 
sional and technical inspections made. 

A new factor which the lending 
officer will want to consider is the 
Executive order issued by President 
Roosevelt providing for a guarantee 
of war loans. * 

If the recent trend continues, the 
bank credit executive is going to find 
his knowledge, his resourcefulness and 
his judgment taxed increasingly as the 
volume of commercial loans swells. 
Recent figures on commercial loans of 
reporting member banks of the Federal 
Reserve System in 101 leading cities 
shows loans mounting rapidly. These 
loan figures stood at the four and one- 
half billion dollar mark at the begin- 
ning of 1940, rose from five billion to 
well over six billion dollars in 1941 
and approached the seven billien dol- 
lar level early in 1942. One can only 
guess at what the chart will show a 
year from now. It is a safe prediction, 
however, that how those loans turn 
out will depend in large measure on 
the skill with which the bank credit 
executive passes on the loan applica- 
tions that flow across his desk from 
day to day. He is in a very definite 
sense a key man in the wartime econ- 
omy and the policy he formulates and 
applies is just as important in the 
field of finance as is the strategy of the 
high command in military operations. 

The strategic importance of bank 
credit policy in the financing of war 
production is strikingly shown in a 
survey made by the American Bankers 
Association for the quarter ended 
December 31, 1941. Three hundred 
ninety-one banks in 152 cities, the 
survey revealed, had defense loans and 
commitments for defense loans out- 
standing on December 31 in a total of 
$2,229,289,460. This was an increase 
of $464,289,460 over the total out- 
standing as of September 30, 1941. 

These loans and commitments of 
the 391 banks included a total of 
$1,005,507,334 for supplies and equip- 
ment, and $714,974,854 for new plant 

See BANK CREDIT POLICIES—Page 37 
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Banking as Viewed 
trom \WasHINGTON 
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By 


Grappling With the 
Inflation Problem 


Inflationary dangers remain a major 
source of concern on the domestic 
battle front. Congress and adminis- 
trative officials of the government are 
grappling with the problem from 
several angles. Developments of com- 
ing months will demonstrate whether 
the science of economic planning has 
advanced sufficiently to enable the 
governmental authorities to hold the 
evils of wartime inflation in check by 
monetary, fiscal and other controls. 

The general price level has gone 
steadily upward, although somewhat 
less rapidly than in corresponding 
stages of the first World War. Price 
statistics give evidence that the infla- 
tionary virus has been at work ever 
since the beginning of the present 
World War in the fall of 1939. Never- 
theless, comparisons between price 
trends at different periods offer ground 
for encouragement. 

Wholesale prices early in April had 
risen about 30 per cent since August 
1939 while the cost of living probably 
had gone up about 15 per cent. Be- 
tween the start of the first World War 
in 1914 and the early part of 1917, 
representing a corresponding period, 
the price level went up more than 
390 per cent. Wholesale prices at the 
signing of the armistice in November, 
1918, were more than 100 per cent 
above the level of early 1914 and subse- 
quently in 1920 reached a peak more 
than 150 per cent above it. 

While the 30 per cent increase in 
prices since 1939 is substantial, the 
wholesale price index at the beginning 
of April had not quite reached the 
average for 1926, which is 100 in the 
computations of the Bureau of Labor 
Statistics and which early in the pres- 
ent administration was regarded as a 
desirable goal in the recovery program. 
The index stood at about 60 at the 
beginning of the New Deal early in 
1933, averaged about 80 in 1935 and 
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ARTHUR W. CRAWFORD 





PRICES, 1939 TO DATE COMPARED WITH 1914 TO 1918 
July 1914=100 World War Period; Aud, 1939=100 Present Period 
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Inflation control looms although price rise lags behind World War | 


1936, 86 in 1937 and 79 in 1938 and 
dropped to 75 in August, 1939. The 
index for March 28, 1942, 97.4, was 
slightly under the average for 1928, 
which was 97.7. 

Viewing the present price level from 
the perspective of the first World War, 
it is found to be more than 40 per cent 
above the average of 1914, when the 
index on the 1926 basis was 68.1, but 
about 17 per cent below the average 
for 1917, which was 117.5, and about 
37 per cent below the average for 
1920, which soared to 154.4. 

These comparisons appear to indi- 
cate that if proposed actions are 
effective it is not too late to avoid as 
heavy an inflationary burden of costs 
as was imposed upon the American 
people during the first World War. 

Both of the two types of inflation 
which were best known during the 
period of the first World War, one 
associated with unrestrained financing 


of government deficits by central 
banks and the other attributed to a 
shortage of commodities for civilian 
consumption in a period of increased 
purchasing power, have been the sub- 
ject of warnings in discussions in 
Congress in recent weeks. 

In the earlier conflict the first type 
of inflation, in which a loss of public 
confidence accompanies an excessive 
use of printing press currency in the 
financing of government deficits, did 
not affect the United States. There is. 
no present reason to believe that in the 
current war this country should face 
anything resembling the disaster which 
accompanied the use of unsound mone- 
tary practices by Germany, France, 
Russia and other European nations. 
Dangers in this direction, however, 
formed the basis for criticism of the 
broad authority for direct purchase 
of government securities by the Federal 
Reserve banks in the original draft of 
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FOR. 


Governor A. G. BLACK, 
of the Farm Credit Administration 
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AGAINST. .. Professor WILLIAM I. MYERS, 
Corneli University, former head of the FCA 


Congressional hearings disclose continued opposition to farm credit bill 


the Second War Powers Act, which be- 
came law in amended form on March 27. 

As to the inflationary dangers, it was 
pointed out by sponsors of the legisla- 
tion that the direct purchase of govern- 
ment securities was no more inflation- 


_ ary than their purchase from the banks 


in the open market. Only by the 
financing of Treasury deficits from the 
savings of individual investors, which 
is the objective of the program for the 
sale of defense securities, can infla- 
tionary dangers which accompany the 
creation of new credit or currency be 
entirely avoided. Credit or currency 
obtained by the government from the 
sale of securities to Federal Reserve 
banks would be subject to exactly the 
same statutory requirements as to 
gold or other backing which are 
applicable to credit or currency issued 
otherwise through the Federa) Re- 
serve System. Such credit or cur- 
rency, assuming there is no suspen- 
sion of statutory requirements, thus 
would not be comparable to printing 
press currency. 

The effect of the new law is to repeal 
a restriction in the Banking Act of 
1935 against direct purchases. The 
prohibition of the 1935 law, which was 
sponsored by Senator Carter Glass, 
not only nullified one of the provisions 
of the Thomas Inflation Amendment 
but also made it impossible to con- 
tinue a former practice of temporary 
direct financing during quarterly. tax- 
payment periods. The authority for 
direct purchases was in existence dur- 
ing the first World War but never was 
used extensively. The fact that Sena- 
tor Glass approved the new law made 
it difficult for the opposition to gain 
support. 


The second type of inflation, due to 
a shortage of commodities for civilian 
consumption in a period of increased 
purchasing power, is of more general 
concern in the present situation than 
that which might arise from the financ- 
ing of government deficits by fiat cur- 
rency or credit. There is complete 
agreement among all groups that the 
danger of a further inflationary rise in 
the level of commodity prices is very 
real. It was estimated in advance of 
present tax proposals that the income 
in the hands of consumers for the pur- 
chase of consumer goods during the 
present year would be as much as $15,- 
000,000,000 greater than the amount 
of goods available on the basis of 1941 
prices. This is known as the “‘infla- 
tionary gap.”” The problem is to with- 
draw these funds, partly by invest- 
ment in defense securities and partly 
by taxation, and also simultaneously 
to keep prices from getting out of hand 
through price controls, rationing de- 
vices and credit restrictions. 


N? one questions the desirability, 

from the standpoint of the inflation 
problem, of encouraging the widest 
possible purchase of defense securities 
from the surplus funds of citizens, 
particularly those whose incomes have 
been increased by war activities. 
Whether the government should adopt 
a program for compulsory savings, 
such as advocated by the British 
economist, John Maynard Keynes, and 
as adopted in modified form by the 
British Government, is a subject of 
dispute. The Treasury in presenting 
its tax program to Congress in March 
opposed the use of any scheme for 
compulsory savings, suggesting a vol- 


untary program of 10 per cent of 
earnings. 

The most acute controversy affect- 
ing the whole subject of inflationary 
dangers involves the varying possible 
methods of levying taxes. The Treas- 
ury program calls for the virtual 
doubling of income taxes in all brackets 
up to about $10,000, stiff increases 
above that level where already a very 
large percentage of income is taken in 
taxes, heavy increases in estate and 
gift taxes, and imposition of a few 
new or increased excise taxes. The 
Treasury opposed any lowering of 
exemptions and also opposed a general 
sales tax, on both of which points its 
program accords with the desire of 
labor and farm organizations, whose 
political influence is great. 

The moot point is whether the taxes 
proposed by the Treasury actually will 
reach the bulk of the new income in 
the hands of war workers. There is 
considerable basis for the belief that 
the most effective ways to reach this 
income would be by lowering exemp- 
tions, by collecting taxes at the source 
without any exemption, by compulsory 
loans, or by a general sales tax. 

It has been estimated that 85 per 
cent of the money which is being 
poured out by the government under 
war contracts goes to families and 
individuals with incomes below $5,000. 
Government statistics based on con- 
sumer income in 1935-36 indicated that 
62 per cent went to families and indi- 
viduals with incomes below $2,500, a 
considerable part of whom escape in- 
come taxes under present exemptions. 
The Treasury, however, has offered 
new estimates indicating that the 
present upward movement of incomes 
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has made a much larger proportion 
subject to income taxes and that no 
lowering of exemptions is needed or 
desirable. Whether or not exemptions 
are lowered many favor a general sales 
tax as a sure way of reaching the in- 
come of war workers, besides being less 
painful for those with somewhat larger 
incomes than the increased rates of 
income tax proposed by the Treasury. 

While Congress has been wrestling 
with new methods of absorbing pur- 
chasing power which might otherwise 
contribute to inflation, administrative 
agencies, including the Board of Gover- 
nors of the Federal Reserve System, 
the Office of Price Administration and 
the War Production Board, have been 
applying controls over credit, prices 
and supplies of commodities. 

The Board of Governors of the 
Federal Reserve System, besides tight- 
ening its regulations applying to in- 
stallment credit, commenced confer- 
ences over a possible extension of credit 
restrictions to retail charge accounts. 
The purpose in both instances is to 
restrict practices which in effect add to 
the purchasing power of consumers and 


thus increase the danger of inflation. 

The latest amendments to the regu- 
lations applying to installment credit 
reduce the standard maturity on most 
articles from eighteen to fifteen months, 
increase down-payments for various 
types of commodities, and change the 
basis for determination of the credit 
value of used automobiles. 

The possible restrictions on charge 
accounts include a shortening of periods 
allowed for payment, a requirement 
for a down-payment, penalties on 
delinquencies, and a ban on new 
accounts. It has been estimated that 
45 per cent of last year’s retail trade 
was conducted on a charge account 
basis. 

+ © 7 


Views Conflict on Farm 
Credit Legislation 


Fundamental differences of opinion 
as to the extent of participation of the 
government in the Federal Land Bank 
System are blocking action on pro- 
posals for farm credit legislation. 
Hearings recently have been in progress 


Helping to meet defense housing needs under FHA Title VI 


Grace Park subdivision, Chester, Pennsylvania 
McCall Apartments, Jacksonville, Florida 
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before the Senate Committee on Bank- 
ing and Currency but no early action 
seems likely in view of the inability of 
farm organizations and the Depart- 
ment of Agriculture to agree upon a 
program. Extensive hearings took 
place last fall before the House Com- 
mittee on Agriculture which although 
taking action upon some of the specific 
provisions has failed to report a bill. 

The pending measure, designated in 
the draft as the Farm Credit Act of 
1941 and now intended for action as 
the Farm Credit Act of 1942, was 
designed as a compromise between the 
administration, which for several years 
has been seeking to strengthen the 
control of the government over the 
land bank system, and farm groups 
and banking interests which view the 
proposals as a step toward socialized 
credit. The administration’s original 
bill was rejected two years ago and the 
pending measure was introduced last 
year. The Department of Agriculture, 
under which the Farm Credit Adminis- 
tration now operates, gave its approval 
to the compromise rather reluctantly, 
believing that it did not go far enough. 
The American Farm Bureau Federa- 
tion, the National Grange, the Na- 
tional Council of Co-operatives, the 
American Bankers Association, the 
Mortgage Bankers’ Association and 
other organizations have continued to 
oppose important features of the bill 
although recognizing the desirability 
of some legislation. The National 
Farmers Union, which supported the 
original administration measure, has 
criticized the substitute as “‘mere face- 
lifting of a banker-dominated farm 
agency.” 

The pending bill would provide for 
government control of the local loan 
associations, substituting a system of 
membership for present stock owner- 
ship requirements applying to farmer 
borrowers, increase government capi- 
tal in the land banks, refinance land 
bank bonds under a_ government 
guaranty, continue reduced interest 
rates-on loans now authorized under 
temporary legislation, and make provi- 
sion>for adjustments of land bank 
mortgages. It is the administration’s 
view that the system of farmer-owned 
local’ loan associations and farmer- 
dominated land banks has been a 
failure and that complete government 
control is desirable. As against this 
view the farm organizations believe 
that the basic principles of the present 
system are sound and that the co- 
operative features should be strength- 
ened under government supervision 
but with a minimum of government 
control. 

The opposition to the bill has been 
made especially formidable by the 
leadership of William I. Myers, pro- 
fessor of farm finance at Cornell 


See WASHINGTON VIEWPOINT—Page 34 


22 


ECENT events in the South 
R Pacific have brought a new prob- 

lem to West Coast banks, that 
of preparing for possible air raids. 
Not long ago the war seemed far away. 
Today military authorities warn of 
possibilities of a sneak attack, perhaps 
a submarine to shell some city or an 
airplane to swoop over from some 
sea raider. 

San Francisco banks are pioneering 
a well-planned program for protection 
of life and property, undertaken not 
because San Franciscans are becoming 
jittery or fearful of being close to the 
war zone, but because they want to be 
prepared for every contingency. 

In case of a daylight air raid, the 
task is one of evacuating the bank 
staff to safety, administering to any 
injured persons, protecting bank as- 
sets, preserving bank records and safe- 
guarding against fires. The manner in 
which this program has been worked 
out differs in each individual bank. 

In the newly-built, block-long, 12- 
story, Bank of America head office 
building, housing 2,000 people, seven 
floors are used for administrative pur- 
poses and five are occupied by building 
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Ar Rap Set-up 


in San Eranctsco 


By 
EARL BURKE 


San Francisco banks have taken thorough precautions 
against possible air raid attacks, designed to give 
a maximum degree of protection to employes, records 


and assets. 


tenants. The air raid organization is 
directed by R. J. Barbieri, vice- 
president and controller, aided by 
D. B. Bevier, assistant cashier. 

Structural engineers determined that 
the greatest dangers would be from 
flying glass and from proximity to the 
roof or the street, and that the safest 
areas would be in hallways in the 
central portion of the building, away 
from elevator shafts, stairways or 
windows. 

If a daylight raid comes, the two 


Banks developing similar programs will 
find in this article a great many ideas of interest 


large banking rooms on the ground 
floor are to be emptied, and the staff, 
together with bank customers, are to 
proceed to the deep basement or to 
the mezzanine. Those on the execu- 
tive floor, the eleventh, and tenants 
from the tenth and ninth floors, will 
come down to the eighth, seventh, 
sixth or fifth floors. People in depart- 
ments located on the second, third and 
fourth floors will come up to the higher 
floor shelter zones. 

When, and if, the Army Fourth 


BANK OF AMERICA 


Left: 


R. M. Chaney, assistant cashier, and ‘‘blackout’’ switchboard 


Below: Mr. Chaney explaining to chief operator how penthouse telephone exchange 
has been reinforced against bomb splinters 
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Right: Sign points way to bank’s public air raid shelter 


CROCKER FIRST NATIONAL BANK 


Interceptor Command reports enemy 
planes approaching, city sirens sound 
an “Air Raid’ alarm. One siren lo- 
cated on Nob Hill above the financial 
district would be heard immediately 
by telephone operators in the bank’s 
penthouse telephone exchange on the 
roof. The instant the siren sounds 
during business hours, eight telephone 
operators are ready to telephone key 
people on every floor, who blow police 
whistles for the staff to go into action. 

Each individual has written instruc- 
tions telling what to do and where to 
go. Organized volunteer groups take 
up specific duties. The floor warden 
on each floor takes charge, and serving 
under him are area wardens. Stair- 
ways are used for evacuation to shelter 
zones, as elevators are rushed promptly 
to the top floor to block bombs 
from falling down elevator shafts. 
Elevator operators come down to the 
eighth floor, as do telephone operators 
from the penthouse. Guides police 
stairways to see that traffic is moving 
orderly to shelter areas. Each teller 
takes up his cash and checks and goes 
to the vaults. Others safeguard securi- 
ties and valuable records. A _ roof 
Squad goes to the roof to combat 
incendiary bombs. Fire-fighting squads 
= each floor are equipped to put out 
ires. 

First aid people from bank-spon- 
sored classes are on each floor. Four 
Stations in the building, including one 
in the basement shelter, are equipped 
with cots, blankets, splints and master 
lirst aid kits, in charge of accredited 
first aid graduates. 


Fire truck being examined by emergency squad. Group, left to right, 
includes Cashier J. A. White, who is air raid co-ordinator, George M. Doyle, 
Ken Gee, Dala Canata, Raymond Bradley, Olaus Gimle 
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A special switchboard for blackouts 
is in the basement. In every aisle 
throughout the basement are red signs 
and arrows pointing to this “‘black- 
out” panel from which the entire 
building can be plunged immediately 
into darkness. 

In the shelter zones are blackout 
rooms for those working evenings. 
Guided by flash lights using tiny lamps 
employees can find their way. 

To protect the penthouse telephone 
exchange from shrapnel or bomb 
splinters, its roof has been reinforced 
with eight-inch timbers spiked to- 
gether. The roof of the building is 
equipped with barrels of dry sand, 
pumps, hose which can reach the en- 
tire roof area, and other emergency 
equipment. 


PRACTICE drills have been held to 

make sure every one understands 
instructions. On the first drill key 
people were notified. The organiza- 
tion functioned perfectly. The main 
floor banking rooms were emptied and 
cash and securities stored in vaults in 
two minutes forty seconds. Recently 
another practice was held, without 
warning. On this morning people 
were in the lobby, who were invited to 
accompany the staff to shelter. This 
time the main,‘floor banking rooms 
were cleared in less than two minutes 
forty seconds. 

Complete plans are under way for 
duplication of records, especially to 
preserve those from which branch 
office records could easily be rebuilt. 
These duplicated records will ulti- 





mately be stored out of the state in 
fireproof.and bombproof locations. 

“It may be reassuring to hear the 
report brought back from London by 
the manager of our London branch, 
Robert Dorton,” stated Mr. Barbieri. 
“That building is a five-story brick 
structure with wood and plaster in- 
terior, in the London financial district. 
Since the outbreak of the war a dupli- 
cate set of records has been made daily 
and taken to safety in the country. 
Although this building has been hit 
by bombs three times, it has never 
been necessary to consult these dupli- 
cate records. Also, one of our San 
Francisco vaults went through the 
San Francisco earthquake-and-fire of 
1906. Afterwards its contents were 
found in perfect condition.” 

On the morning after Pearl Harbor, 
President James K. Lochead of the 
American Trust Company named a 
committee of five with E..V. Krick, 
vice-president and cashier, as chair- 
man. This committee under Mr. 
Krick’s direction made a_ thorough 
study of the problem and decided that 
the first consideration should be the 
physical protection of the staff; second, 
the assets; and third, the records. The 
next step was to provide safety shel- 
ters, first aid, and organize a volunteer- 
employee organization. 

The headquarters of this bank 
occupies seven buildings. Outside 
engineers recommended using for a 
safety zone the basement of the 454 
California Street building, a four- 
story reinforced concrete structure 
which survived the San Francisco 
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earthquake-and-fire disaster. A second 
floor area in a taller building was also 
selected. 

It was impressed upon the bank 
staff that the first concern was for 
their safety rather than rescuing bank 


records and papers. Floor wardens 
were named, supplied with police 
whistles, megaphones and flash lights. 
Volunteer fire wardens have been 
trained, to be equipped with helmets, 
asbestos coveralls and gloves, and 
trucks carrying ‘fire-fighting equipment. 
At strategic points sand, shovels, rakes, 
stirrup pumps and hose are available. 
Other employees are instructed not to 
assist fire fighters unless they should 
request help. 

The bank has given several courses 
in primary first aid and an advanced 
course is nearly completed. A first aid 
station with master kits has been 
established and smaller kits have been 
distributed on different floors. 


T°? prevent injuries from flying 

glass, all window areas along the 
passageways leading to the safety 
shelters have been reinforced with 
ingenious protective equipment de- 
vised by Alfred W. Ulph, assistant 
vice-president. Window interiors are 
covered with heavy steel netting, held 
in place by wooden framework an- 
chored to the walls. Eight steel bolts 
are countersunk into each frame, with 
boltheads protruding about four 
inches. The bolt shank is covered with 
a coiled steel spring. In case of out- 
side bomb concussion, the framework 
will give inwards and take up the shock 
as far as the bolthead. The ensuing 
blast of air rushes through the netting 
which holds the broken glass and pre- 


vents it from flying into the room. 
Studies were made to prevent bottle- 
necks and cross traffic so that everyone 
could reach the safety zones by the 
quickest routes. Doors were rehung 
to swing the other way; one new stair- 
way was cut through and new exits 
added. Brass doorstops were added 
to hold doors open. White lines with 
arrows pointing were painted on floors, 
and direction signs placed on walls, 
over doorways and stairs, reading 
‘Air Raid Shelter” on a red arrow. 
Blueprints were made of each floor 
area, with yellow lines showing the 
route each department is to follow to 
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Alfred W. Ulph, assistant vice-president, and expansion bolt he devised for taking up shock from bomb 
Heavy steel netting over windows, held in place by wooden frames and expansion bolts 


AMERICAN TRUST COMPANY 


safety shelter. These were hung on 
department walls. 

Electric gongs sound the air raid 
alarm. In evacuating to shelters the 
staff is instructed not to delay to 
gather up loose paper. In the transit 
department operators are to pick up 
checks sorted in bundles and to leave 
loose checks. In departments having 
a number of desks the staffs form | 
“bucket brigades” in front of the | 
vaults and pass their files from man to 
man. The last man closes the vault 
door. Any employee visiting another 
department when the alarm sounds 

See AIR RAID SET-UP—Page 46 


WELLS FARGO BANK & UNION TRUST COMPANY 


Medical department is prepared for air raid casualties; if department is bombed, 
duplicate facilities are available in basement 
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OSCAR N. REYNOLDS, HERMAN H. GRISWOLD ... Mr. Reynolds 
began his banking career as a messenger boy in 1899 and worked his way up the 
ranks to the presidency of EJmira Bank & Trust Company, Elmira, New York. He 
was formerly executive vice-president of the bank, and was advanced to the presi- 
dency following the death of Herman H. Griswold on February 26 from a heart 
attack. Mr. Griswold was widely known in banking circles, having served as president 
of the New York State Bankers Association in 1932-33. From 1931 to 1940 he was a 
member of the Bank Management Commission of the American Bankers Association, 
serving as president from 1936 to 1939. He had been president of the bank and its 

predecessor organizations since 1929. S. G. H. Turner, 
who has been chairman of the board during the same 
period, continues in that position. 


ALLEN L. GILLETT, BERNARD A. COLBY 
.. Mr. Gillett has been elected general agent of the 
Farm Credit Administration of Springfield, Massa- 
chusetts, and will co-ordinate activities and lending 
policies of the Federal Land Bank, the Federal Inter- 
: >, ; mediate Credit Bank, the Springfield Bank for Co- 
eS. ee ! oF operatives, and the Production Credit Corporation in 
the northeastern section of the United States. Mr. 
Gillett was formerly president of the Federal Inter- 
mediate Credit Bank of Springfield. His successor to 
this post is Bernard A. Colby, who has been vice- 
president of the bank since 1933. 





C. ALISON SCULLY... Mr. Scully has been 
elected executive vice-president of Corn Exchange 
National Bank & Trust Company, of Philadelphia. 





He previously served as vice-president of the National 
ileihtade i Sendainetne Bank of Commerce in New York from 1926 to 1929, 
; and as vice-president of the Bank of Manhattan Com- 
pany, New York City, from 1929 to March 1, 1942. 
He is the author of books on insurance trusts and on 
“The Purchase of Common Stocks as Trust Invest- 
ments.” 


WILLIAM A. ELDRIDGE, JOHN K. OLY- 
PHANT, JR.... There has been a recent tendency 
on the part of banks to increase the number of active 
officers on the board of directors. Central Hanover 
Bank and Trust Company, New York City, has added 
two vice-presidents, William A. Eldridge and John K. 
e Olyphant, Jr., to its board of trustees effective March 17. 
a ee ~ = Mr. Eldridge is head of the personal trust department, 
while Mr, Olyphant heads the banking departments. 





C. ALISON SCULLY WILLIAM A. ELDRIDGE JOHN K. OLYPHANT, JR. 








BERNARD A. COLBY 
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MOUNT RUSHMORE 
SHRINE OF DEMOCRACY 
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imerce Building Elevator Operatar 


BUY DEFENSE BONDS 
Union Bank of Commerce 


Union Bank of Commerce, Cleveland 


Peoples-Pittsburgh Trust Company, Pittsburgh 
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bankine’s Drive to 
SeLL War Bonps 


By 
HARRY V. ODLE 


Editorial Staff, THE BURROUGHS CLEARING HOUSE 


Banks and other financial institutions are doing an 


outstanding job in promoting the sale of war bonds 


and stamps, as the examples cited here will testify 


T is a tribute to the nation’s banks 
that the individual examples of 
defense bond promotion which they 

have forwarded to The Burroughs 
Clearing House are so numerots that 
it is not possible to cover them all 
editorially. It is only possible to select 
a few examples each month, represent- 
ing adaptable ideas for other institu- 
tions, and to report them as an indica- 
tion of how banks are merchandising 
patriotic thrift themes. 

Distinctive art work in many cases 
has been utilized in such bank promo- 
tion, to catch the public eye. One un- 
usual defense bond poster, prepared 
by the Union Bank of Commerce in 
Cleveland and featuring a remarkable 
picture of the Shrine of Democracy at 


The emphasis in today's bank promotion is on patriotic thrift and the purd 


First Federal Savings and Loan Association of New York, New York City 


Mount Rushmore, South Dakota, is 
shown in the adjoining illustration. 
Clearly recognizable on the face of the 
mountain are the huge rock-sculptured 
portraits of Washington, Jefferson, 
Theodore Roosevelt and Lincoln, sym- 
bols of the highest patriotism. The 
photograph was taken by an elevator 
operator in the Union Commerce build- 
ing, while on vacation. The poster at- 
tracted wide attention, and the bank 
received many requests for copies. 
Use of British and Free French 
patriotic displays helped to add inter- 
est to a defense bond window display 
at the American National Bank and 
Trust Company of Chicago. Passers-by 
also paused to look at the small scale 
models of American fighting equip- 
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ment such as tanks, planes, guns and 
warships. In the lobby, the bank 
combined a defense bond display with 
- an appropriate art exhibition. Fea- 


tured were water color paintings by 


James L. Sessions, noted American 

artist, based on actual episodes of the Rik Hy 7 Up- ely 
war. Included were such stirring 
scenes as the attack on Pearl Harbor, 
sinking of the “Haruna,” and the 
destruction of a Jap warship by an 
American “‘mosquito boat.” The paint- 
ings created a very favorable setting 
| for posters and folders urging the pur- 
| chase of defense bonds. 





ae 
—_ 


WW 4 


A GIANT map of the world showing 

the location of United States troops 
and other timely war information has 
been installed in the main lobby of the 
Fort Wayne National Bank in Fort 
Wayne, Indiana. Blue and red rib- 
bons attached to colored pins show the 
disposition of United States forces in 
Iceland, Alaska, etc., although for 
obvious reasons the information is in- 
complete. Solid red dots disclose some 
of the known Allied bases, solid yellow 
squares show Axis bases, and red 
circles outline a few independent bases. 


a 


NATIONAL BANK OF DETROIT 3 


COMPLETE BANKING AND TRUST SERVICE 








National Bank of Detroit, Detroit, Michigan 














is The map is illuminated with fluores- 
on. cent tubes. Onlookers are urged to 
the “Remember Pearl Harbor’ by buying 
red — defense bonds and stamps. “There is 
on, hardly a moment during banking 
m- hours when someone is not looking at 
"he the map,” states Assistant Cashier 
tor Harold D. Cothrell. ‘Customers have 
Id- expressed their appreciation to us for YY cipceoniia 
at- making available to them a large size isin | 
ink map by means of which it is possible 

to obtain a more accurate idea of 

ich relative distances between combat 
er- zones, and between our own hemi- 
lav sphere and the Far East.” 
ind Many banks in recent weeks have 
-by unfurled service flags showing the 
ale number of employees who have joined 
\ip- See WAR BOND DRIVE—Page 38 American National Bank and Trust Company, Chicago 





re puro” bonds and stamps. Virtually all advertising mediums are being used in the drive to sell the idea to the public 








Fort Wayne National Bank, Fort Wayne, Indiana 





State-Planters Bank & Trust Company, Richmond, Virginia 


INTHE SERVICE [EPP oF tHe COUNTRY 
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CANADIAN BANKING 








By JAMES MONTAGNES 


Steps Taken to Meet Growing 
Personnel Problem 


Canadian banks, having lost a large 
percentage of their male staffs to the 
armed services and lately also to 
government and other wartime boards 
and departments, expect that the next 
few months will see the personnel prob- 
lem greatly aggravated. Government 
manpower drives, the opening of sum- 
mertime army training camps, and 
stepped-up recruiting are expected to 
take an additional percentage of avail- 
able young bankers from ledgers, tell- 
ers’ cages, and other junior positions. 

To date Canadian banks have met 
the personnel problem by taking on 
young girls to replace the younger men 
leaving for war service. Girls are now 
common on all ledger work, and are 
gradually becoming commonplace as 
tellers in even the busiest and largest 
branches. It is estimated that be- 
tween 40 and 50 per cent of the staffs 
of most banks are now composed of 
girls. An average of three girls are 
hired to take the place of two men. 
With few exceptions these girls are 
taken on only for the duration of the 
war, subject to dismissal at the end of 
two weeks notice. It is expected, how- 
ever, by most staff supervisors, that a 
percentage of these girls will be re- 
tained by the banks, just as during the 
last war. The girls, high school gradu- 
ates, are immediately placed on actual 
work in the branch to which they are 
assigned, learning the work by doing. 
Local branch managers are permitted 
to hire girl help and recommend girls 
for positions jn the larger centers 
where regional staff supervisors or 
inspectors are readily available for 
consultation. 

An interesting development has been 


Part of historical collection, 





Page girls, Canadian Bank of Commerce head office, Toronto 


the hiring of page girls by the Canadian 
Bank of Commerce for its head office 
at Toronto and its regional office at 
Vancouver. Due to a lack of suitable 
boys 16 years of age, the bank found 
it necessary to try girls, and has found 
its experiment highly successful to 
date. Twenty girls, all about 16 years 
of age, have been taken on since late 
1941. Dressed in dark uniforms with 
little gold braid or ornamentation, the 
girls are used both for indoor and 
outdoor messenger work. Special 
uniforms are supplied for those on out- 
side duty. The girls don their uni- 
forms at the bank each morning, and 
the bank looks after laundering and 
cleaning. 

When joining the bank the page 
girls are taken through the head office 
building and the various departments 
are pointed out to them. Then they 


ve 


Bank of Montreal head office 


are assigned to specific departments 
and learn their duties while actually 
on the job. While no promise has 
been held out to them that they may 
be able to join the permanent staff of 
the bank on reaching their 18th birth- 
days, most of the girls are understood 
to be going to night school to learn 
stenography and typing. The bank 
places typewriters at their disposal for 
use during the day when they have no 
other duties. 

Staff departments of banks are not 
anticipating the hiring of men unfit 
for military service between the ages 
of 30 and 40 years to replace younger 
bankers, as this is not considered satis- 
factory in view of the Canadian system 
of training which starts immediately 
after high school graduation. It is felt 
that enough girls can be obtained to 
fill posts vacated by younger men. 
Practically all the banks are now call- 
ing on former female help who left the 
banks to be married, and an increasing 
number of married women are now 
behind the counters in Canadian 
branch banks. 

Another development in view of staff 
shortage is the trend to close up 
branches in districts served by a num- 
ber of banks. A number of such clos- 
ings have already been effected on a 
mutually satisfactory basis. Thus if 
two or three banks each have a branch 
in a certain urban or rural community, 
and it is decided to close one of these 
up, the other banks involved will close 
up similar branches in other sections. 


See CANADIAN BANKING—Page 44 
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oURT DECISIONS... 


Effect of bank’s failure to collect from co-maker’s estate .... Service to 
customer renders bank liable for employee’s fraud . . . Status of note under 
conflicting state laws . . . Status of bank funds used to pay a forged check 


Death of Co-maker 


When a co-maker of a negotiable 
note dies and the bank holding it fails 
to file its claim against his estate, 
which is settled without payment of 
the note or any part of it, does such 
“negligence”’ on the bank’s part serve 
as a defense to the other, surviving co- 
makers when sued on the note? 

In a recent Kentucky suit of the 
kind, one of the surviving co-makers 
set up the defense that one of the co- 
makers had died, that his estate was 
duly administered according to law 
and that the bank owning the note had 
filed no claim with the estate. It was 
further alleged that the note in suit 
was a renewal of a note which the 
decedent had owed personally and 
individually. 





The Kentucky court disposed of 
this “defense” in this terse language: 

“The matters set forth in this 
answer are wholly irrelevant, and the 
parties have failed to point out wherein 
it constitutes a defense.’’ (Daniel vs. 
Wilhoit, 158 Southwestern Reporter, 
Second Series, 153.) 

That’s good law, of course, but 
realistic collection policy suggests 
that it is wise for a bank to effect 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


collection of a note out of a co- 
maker’s estate where there is oppor- 
tunity to do so. There is always the 
risk that the surviving co-makers, 
although legally liable, may turn out 
to be financially irresponsible by the 
time a court judgment is obtained 
against them. 
7 * +2 

Service to Customers Makes 
Bank Liable 


A service which a bank maintained 
for its customers was recently cited by 
a California court as a basis for holding 
the bank liable for a fraud practiced 
on a depositor by the bank’s branch 
manager. 

The branch manager, it appeared, 
approached a savings fund depositor, 
who was illiterate, and represented 
that a prospective borrower had ap- 


plied to the bank for a well-secured 
loan which for a technical, Jegal reason 
the bank was unable to make. He 
suggested that the depositor sign a 
withdrawal slip on his savings account 
for the amount of the proposed loan, 
which the manager would then turn 
over to the borrower. The depositor 
did so and later was told by the branch 
manager that “everything was o.k.” 
However, the depositor never received 
a note or any other documents evi- 
dencing the loan, which actually was 
never made. Upon discovery of the 
fraud the depositor sued the bank for 
the money. 

The bank defended on the ground 
that the branch manager’s fraudulent 
acts were outside his actual and 
ostensible authority from the bank. 
Further, it was pointed out, it was no 
part of the bank’s business to make 
loans for others. 

““A bank,” declared the California 
court, “which puts an employee in a 
position that enables the employee, 
while apparently acting within his 
authority, to commit a fraud upon 
third persons is subject to liability to 
such third persons.” 


See COURT DECISIONS—Page 40 
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THE BOOKLET COUNTER 












New Booklets 


Municipal Bonds... A leading 
bond investment firm has prepared a 
series of six informative booklets deal- 
ing with various factors to be con- 
sidered in the purchase and handling of 
municipal bonds. The booklets carry 
the following titles: Present Day Con- 
siderations in the Choice of Municipal 
Bonds, Financial Statements as a 
Guide in Selecting Municipal Bonds, 
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The booklets listed here are offered 
without charge or obligation. 
Simply address requests on bank 
or company letterhead to 


The Editor 
The Burroughs Clearing House 
Second and Burroughs Avenues 
Detroit, Michigan 





Factors Which Determine the Market- 
ability of Municipal Bonds, Recourse 
in the Event of Default of Municipal 
Bonds, Legal Safeguards Surrounding 
Municipal Bonds, Revenue Issues —a 
Self-Supporting Type of Municipal 
Bonds. 

These pamphlets contain informa- 
tion of interest to experienced institu- 
tional investors and to individuals seek- 
ing guidance in judging the merits of 
municipal issues. Single copies may 
be requested by title, or the entire 
series will be sent if desired. 


Latin America ... A 5l-page 
brochure filled with up-to-the-minute 
information about each Central and 
South American country. Presented 
in concise form are facts concerning 
exchange and trade restrictions, princi- 
pal imports and exports, government 
finances, credit and economic condi- 
tions. The data was compiled by a 
large Chicago bank from official sources 
and from bank correspondents through- 
out Latin America. 


Credit Problems in a War Econ- 
omy...A two-part 71l-page booklet 
issued by a foremost credit rating firm. 
Part I is an interesting analysis of 
financial problems confronting both 
the civilian and the war-product manu- 
facturer undercurrent conditions. There 
is a detailed discussion of the part 
being played by commercial banks, 


Factors to be considered in the handling of municipal issues 





— 


Federal Reserve banks, Reconstrye. 
tion Finance Corporation and direct 
advances from the Federal Gover. 
ment, in financing war production. 

Part II of the brochure gives 14 
important financial ratios for 72 line; 
of business activity. 


Paper Standardization and 
Simplification ... The War Produc. 
tion Board has issued specific restric. 
tions on the number of sizes, grade 
and colors that paper manufacturer 
can supply. Such limitations are oj 
direct interest to banks since their 
operations involve a vast amount oj 
paper handling. This folder shows 
how the regulations apply to the 
products of one company that special. 
izes in various types of business papers, 
It lists the selection of sizes, weight; 
and colors of ledger stock and other 
papers still available under the WPB 
ruling. 





Still Timely 


How Small Industries Can Go 
After War Work... Information on 
how smaller concerns should proceed 
to obtain war contracts or subcon- 
tracts, to obtain financial assistance, 
to form pools to receive war orders. 
Locations of small parts exhibits for 
subcontractors throughout the country 
are cited. 








Air Raid and Blackout Precau- 
tions... Information on the varying 
degrees of protection afforded by 
various adhesives and other devices 
to minimize the danger of flying glass 
during an air raid. 


United States Government 
Securities . . . A review of the effect 
of the war’s impact upon Treasury 
issues, a look ahead as to prospects 
throughout 1942, and much statistical 
information on Government securities. 
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(CONTINUED FROM PAGE 15) 


We try to interview these people when 
they come into the bank, and almost 
invariably this results in a sale. Our 
cost of furnishing free pocket checks, 
covers, deposit books, etc., is now very 
little. 

Several years ago we took Mr. Bull 
by the horns and announced briefly to 
our savings depositors that, because 
of lower yields and high liquidity, 
we could not afford to pay more 
than 1 per cent interest and would 
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lation. Book is indexed and ar- 
ranged so that quick, accurate de- 
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Partial contents includes complete 
Regulation asamended — printed 
in large, easy-to-read type... all 
original interpretations . . . all sec- 
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to conform to Regulation as now 
amended. Supplement is divided 
into Groups and includes ap- 
plicable interpretations. 





ORDER AT ONCE! Be among 
first of hundreds of smart execu- 
tives who will use this book daily. 
Sold only direct from publishers. 
Price $2.75 Postpaid. 
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SMALL BANK EARNINGS 


continue that policy until conditions 
changed. Very few of the depositors 
withdrew funds following the interest 
reduction and, from all I have heard 
and read, that seems to have been 
the case in virtually every other com- 
parable situation. 

So far, not many of our depositors 
have transferred their savings to 
defense bonds. While we do not dis- 
courage such transactions we try, in 
our advertising, to show that the 
greatest benefits to an individual as 
well as to the Government lie in pur- 
chasing defense bonds out of income 
rather than accumulated savings. In 
the final analysis, if Uncle Sam needs 
and can obtain ali of our savings 
accounts to prosecute a successful war 
against aggressors, I say he is welcome 
to them and we’ll get by, somehow, in 
the interim. 


SOME bankers may harbor the belief 

that we have been able to institute 
a number of our policies primarily 
because we are the only bank in town, 
and that these policies might not work 
in a more competitive situation. There 
has been, on the part of many bankers 
in the past, too much fear of their 
competitors. Petty jealousies have 
led to improper practices to seek 
temporary advantages, and these have 
eventually cancelled out into over-all 
disadvantages for the institutions con- 
cerned. Your relationship with your 
competitor can be just as pleasant as 
it is mutually profitable if you are 
willing to go half way, or a little more 
than half way if necessary, to make 
it so. I have operated banks in 
more than one location and my com- 
petitors were always numbered among 
my best friends, as they are today. 
The chief executive of the bank three 
miles from us was confined to his bed 
for a few weeks last year and I sent 
him a little something to cheer him up. 
We attend conventions together and 
discuss our mutual problems. There 
isn’t a banker in Allegan County whom 
I would hesitate to call for information, 
if I wanted it, and there isn’t one who 
wouldn’t give it to me. To be sure, 
there will be times when we will step 
on each other’s toes, but we have culti- 
vated a willingness to be  broad- 
minded and to ignore specific instances 
on the grounds that they average up 
both ways. We usually accept small 
deposits proffered us by individuals 
residing outside of our own territory, 


‘but when it comes to a loan, one bank 


will call the other and ask what the 
applicant is doing away from home. 

There is another angle to this 
matter of competition. I have ob- 
served that where two or more banks 
operate in one town or area, the one 


In writing to advertisers please mention The Burroughs Clearing House 





which enjoys the largest growth, the 
greatest confidence and the most satis. 
factory profits is the one which ad. 
heres to sound practices regardless of 
what the other fellow does. This has 
been demonstrated time and time 
again in recent years. 

This also brings us back to the 
importance of public relations jn 
enabling the bank to adopt sound 
practices and to charge proper prices 
for its services. There should no 
longer exist in the mind of any banker 
the mistaken notion that customers 
might resent businesslike methods 
within the bank. 

We started a selling job here years 
ago. It may be recalled, in an article 
which appeared in The Burroughs 
Clearing House in February, 1936, that 
we advocated carrying this program 
into the high schools. I said then that 
I knew of no better program than that 
of making the young people “bank 
conscious”; that it would result in a 
better understanding and more whole. 
some future customer relationship. 
Well, the seeds which we planted in 
past years are bearing fruit. Those 
17-year-olds are now in their twenties, 
and are doing business with us. 
Don’t think for one minute that they 
don’t know anything about banking 
or the legitimacy of our charges! 

I know it is an effort to do so, with 
so many other things demanding our 
time and attention, but when we 
spend a few minutes at the rail with 
some customer who just stops to say 
hello or to make a few friendly re- 
marks concerning the weather, we often 
embrace the opportunity to indulge in 
a little of our harmless and pardonable 
salesmanship. “By the way, Mr. 
Smith,” we may start out, “we have 
just received our last report of exami- 
nation and I thought perhaps you 
would be interested in seeing the qual- 
ity and classifications of our invest- 
ments.” Our daily statement, lying 
on the desk, often affords an excellent 
basis for a pleasant conversation, and 
the customer relishes this attention 
and the confidence we have shared 
with him. There are many other 
similar golden opportunities to make 
one’s customers appreciate the value 
of the bank in his community. Once 
these people see what we are doing 
and why, they are willing to co-operate 
with us. 

All this has a direct bearing upol 
earnings, for it enables us to put into 
effect those policies and charges which 
make for profitable operations. And 
aside from the profit motive alone, i! 
is only through the right kind o 
public relations that banks, large o 
small, can build solidly and perma 
nently for the uncertain future ahead. 
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Carelessness—in conversation 
or in action — slows up war 
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University, who was head of the Farm 
Credit Administration during the years 
it was independent of the Department 
of Agriculture, and Albert S. Goss, 
present Master of the National Grange, 
who served for seven years as Land 
Bank Commissioner in the Farm 
Credit Administration under Professor 
Myers. 

Professor Myers in appearing before 
the Senate Committee expressed the 
opinion that the bill in its present form 
would be harmful in the long run to the 
farmers it is intended to benefit. The 
proposed reduction in the extent of 
farmer ownership, he contended, would 
weaken and ultimately destroy the 
co-operative basis of the Federal Land 
Bank System and substitute socialized 
credit for co-operative credit. The 
centralization of authority in the Farm 
Credit Administration, he asserted, 
would destroy the responsibility of 
national farm loan associations and 
Federal land banks and make them 
mere branch offices of a government 
credit system. The contribution of 
$100,000,000 additional government 
capital has no real justification in the 
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face of the present war burdens upon 
the Treasury, in Professor Myers’ 
opinion, in view of the fact that its 
only purpose is to permit the repay- 
ment of capital already provided by 
borrowers. The mandatory refinanc- 
ing of heavily indebted farmers as 
provided under the bill he regarded as 
unnecessary and unwise. Although 
favoring temporary interest subsidies 
in periods of severe distress he thought 
the proposed guaranty of a lower inter- 
est rate on new loans made before 1946 
would promote speculation on farms. 

The proposals for greater govern- 
mental control of the land bank system 
have had the support of Secretary of 
Agriculture Claude R. Wickard, Gover- 
nor A. G. Black of the Farm Credit 
Administration and Vice-president 
Henry Wallace, who was Secretary of 
Agriculture at the time the original 
legislation was presented. 

4 + o 


Private Capital Urged to 
Finance Defense Housing 


Increased funds are needed by the 
Federal Housing Administration for 
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Bank checks, nowadays, so often 
form an integral part of account- 
ing systems that they are no 
longer orthodox in design. Small 
concerns as well as large use them 
for records far removed from their 
natural function, and since the 
passage of the Social Security Act, 
payroll checks have expanded 


into complicated instruments. 


All of these changes demand 
an alertness on the part 
of check manufac- 
turers to new in- 
spection standards. 
It is necessary to 


produce within 
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SPECIAL CHECKS TO MEET 
PRECISION REQUIREMENTS 
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CHECK PRINTERS 


Manufacturing Plants at 
CHICAGO 


~ 


close precision limits because 
very little tolerance is allowed 
when checks have to register 
accurately with other records of 


the corporation. 


In designing these unusual checks 
we observe always that they be 
in accordance with bank require- 
ments as to size, position of 
amount, signature, date and num- 
ber, in order that noconfusion will 
be created in the bank's 
operations. To your 
customers who need 
special checks of 
this character we 


offer our facilities. 


KANSAS CITY ST. PAUL 
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insurance of mortgages on efeny 
housing. Its $300,000,000 fund, pn. 
vided for this purpose under Title Vj 
of the Federal Housing Act, has bee, 
exhausted. Originally, when this titl 
was enacted in April, 1941, a $100, 
000,000 fund was provided. It wa 
increased to $300,000,000 last {ali 
A request to Congress for an increag 


-of $500,000,000 is understood to bp 


contemplated. 

Mortgage insurance under Title \| 
is restricted to construction intended 
to relieve housing shortages in par. 
ticular areas and is limited to a mort. 
gage maximum of $4,000 on single. 
family homes, $6,000 on two-family 
homes, $8,000 on three-family homes, 
and $10,500 on four-family homes. 
The maximum insurance is 90 per 
cent and the maximum term of the 
mortgage is 20 years. 

Demands for low-priced defense 
housing are increasing under the War 
Production Board’s policy of shutting 
down entirely on the construction of 
higher-priced homes. The _ various 
orders already issued and in contempla- 
tion are designed to conserve war 
materials needed in heating, plumbing 
and other residential equipment as 
well as in actual building construction. 

The financing of defense housing 
should be done in large part by private 
capital, according to Abner H. Fergv- 
son, Commissioner of the Federal 
Housing Administration, which is one 
of the three units composing the new 
National Housing Agency. The other 
two units are the Federal Home Loan 
Bank Administration and the Federal 
Public Housing Agency. 

Mr. Ferguson believes that banks 
and other institutions with investment 
capital should consider it a duty to 
participate in the financing of defense 
housing. In this field, he contends, 
there is an opportunity to strike a blow 
for the system of private initiative, the 
very existence of which is at stake in 
the present war. 

Sd +7 2 

























Action to Facilitate Loans 
to Small Business 


The movement to provide mort 
ample credit for small business in the 
war program as well as to prevent its 
extinction has gained considerable 
headway in recent weeks. Actions I 
Washington have included the issuanct 
of an Executive order by President 
Roosevelt, under which the War and 
Navy Departments and the Maritime 
Commission may make or guarantee 
loans for working capital for war col 
tractors or subcontractors, and passag¢ 
by the Senate of a bill creating 4 
Smaller War Plants Corporation 
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finance small industries and promote 
subcontracting. 

The Executive order, dated March 
26, was issued under the President’s 
war powers, including authority in the 
First War Powers Act to transfer 
activities among the various depart- 
ments and agencies of the govern- 
ment. The effect is rather far-reaching, 
inasmuch as it virtually removes peace- 
time restrictions upon loans. While 
the War and Navy Departments and 
the Maritime Commission have had 
authority to make or guarantee loans, 
such loans could not be for more than 
a limited part of the contracts and 
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were otherwise subject to restrictions. 
The funds available under this au- 
thority will be used in supporting 
guarantees of loans by the Federal 
Reserve banks, the Reconstruction 
Finance Corporation and commercial 
banks to the war contractors or sub- 
contractors. Through the guarantees 
by the government the banks will be 
able to waive usual peacetime safe- 
guards. 

The Executive order states specifi- 
cally that it is intended to “greatly 
facilitate the participation of small 
business enterprises in war produc- 
tion.” In the opinion of officials of 
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the War and Navy Departments an 
the Maritime Commission it will spee; 
up production. 

Under the order the War and Navy 
Departments and the Maritime Com. 
mission are authorized, without rr. 
gard to provisions of law relating to 
the making, performance, amendment 
or modification of contracts, to enter 
into arrangements with any Feders| 
Reserve Bank, the Reconstruction 
Finance Corporation or other financing 
institution to guarantee such agency 
or bank against loss of principal or 
interest on loans for war purposes, 
Any Federal Reserve Bank or any 
officer thereof may be designated to 
act as agent of the War Department, 
the Navy Department or the Maritime 
Commission in arranging for war 
financing. 


‘THE bill creating a Smaller War 

Plants Corporation, passed by the 
Senate on April 1 and slated for early 
action in the House, was a revised 
measure based on the recommenda- 
tions of the special Senate Committee 
on Small Business headed by Senator 
James E. Murray of Montana. As 
submitted to the Senate by the Bank- 
ing and Currency Committee the bill 
was so framed as to lodge authority in 
the War Production Board rather than 
in the Reconstruction Finance Cor. 
poration. 

The bill declares it to be the duty of 
the chairman of the War Production 
Board, who is Donald M. Nelson, “to 
mobilize aggressively the productive 
capacity of all small business concerns, 
and to determine the means by which 
such concerns can be most efficiently 
and effectively utilized to augment war 
production.” This activity would be 
under the direction of a deputy to be 
appointed by Mr. Nelson. There 
would be contemplated a much more 
thorough canvass of subcontracting 
possibilities of small companies than 
has yet been attempted. 

The Smaller War Plants Corpora- 
tion, created by the bill, would be 
supplied by the Treasury with $100, 
000,000 of capital. The corporation, 
which would be managed by a board 
of five directors appointed by Mr. 
Nelson, would be authorized to make 
loans on such terms and conditions as 
it may determine, “to enable small 
business concerns to finance plant 
construction, conversion, or expansion, 
or to finance the acquisition of equip- 
ment, facilities, machinery, supplies, 
or materials, or to supply such con- 
cerns with working capital, to be used 
in the manufacture of essential articles, 
equipment, supplies, or materials.’ 
The loans might be made either di 





rectly or in co-operation with banks. 
Criticism was offered in the Senate 
because of the absence of restrictions 
upon the lending power of the cor 
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poration but the sentiment for aid to 
smail business was sufficiently strong 
to sweep aside all suggestions for limita- 
tions. It was conceded that there 
would be losses but the amount in- 
volved was held to be insignificant in 
comparison with losses in other direc- 
tions under broad powers previously 
granted in connection with the war 
program. 


Free Insurance Discontinued 
for War Property Damage 


Congress has definitely rejected the 
idea of free insurance for war damages 
to property, which was provided by 
the War Damage Corporation as set up 
by Executive order. The present free 
insurance without advance contract 
will be terminated not later than July 1 
under the law enacted on March 27. 
After July 1 insurance rates fixed by 
the War Damage Corporation with the 
approval of the Secretary of Commerce 
will apply. The Senate approved 
continuance of free insurance up to 
$15,000 but the House refused to sanc- 
tion it. 

The new law requires the War 
Damage Corporation with the approval 
of the Secretary of Commerce to estab- 
lish uniform rates for each type of 
property, real or personal, with respect 
to which protection is made available. 
Secretary of Commerce Jones has indi- 
cated that the minimum rate will be 
$1 for each $1,000 of insurance. The 
protection will be applicable only to 
property situated within the United 
States, the Philippine Islands, the 
Canal Zone, the Territories and pos- 
sessions of the United States and in 
such other places as may be deter- 
mined by the President to be under the 
dominion and control of the United 
States. 


BANK CREDIT 
POLICIES 


(CONTINUED FROM PAGE 18) 


facilities and construction. The same 
banks reported $508,807,272 in work- 
ing capital loans arising out of oper- 
ations of customers contributing in- 
directly to national defense. 

The survey throws an interesting 
side-light on the question of whether 
or not the bank should require an 
assignment of the government contract 
as collateral security for the loan. 
In 77 per cent of the cases, the 391 
banks made the loans and commit- 
ments without an assignment of the 
contract. An assignment of the con- 
tract was required in 23 per cent of the 
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RESOURCES 


Cash on Hand and Due from Other 
Banks . 


United States Government Obligations, 
direct or fully guaranteed . 
Other Securities. . pier ns es 
Stock in Federal Reserve Bank. . . 


Loans: 
Loans and Discounts. . .. . $ 87,596,695.90 
Real Estate Mortgages .. . . 16,761,690.98 
Overdrafts . .... ‘ ‘ 76,796.12 








Branch Buildings and Leasehold Im- 
provements . er eae 
Accrued Income Receivable—Net 
Prepaid Expense ae 
Customers’ Liability Account of 
Acceptances and Letters of Credit 


TOTAL RESOURCES 


LIABILITIES 


Deposits: 
Commercial, Bank and Savings . $556,648,083.90 
U.S.Government ...... 28,938,710.96 
Treasurer, State of Michigan . 25,001,211.04 
Other Public Deposits . . . . 18,692,478.58 





Capital Account: 
Preferred Stock (345,000 shares) 8,625,000.00 
CommonStock(1,000,000shares) 10,000,000.00 








. «+ 11,375,000.00 
Undivided Profit ...... 5,485,116.03 
| Reserves . 


Our Liability Account of Acceptances 


and Letters of Credit . 


TOTAL LIABILITIES 


NATIONAL BANK 
OF DETROIT 


Complete Banking and Trust Service 


Statement of Condition April 4, 1942 


$212,687,703.77 


282,840,346.20 
62,751,158.39 
900,000.00 


104,435, 183.00 


1,097,413.47 
1,693,473.88 
654,040.68 


2,176,446.92 
$669,235,766.31 








$629,280,484.48 


35,485, 116.03 
2,293,718.88 


2,176,446.92 
$669,235,766.31 











United States Government securities carried at $53,543,748.75 in the foregoing statement 


are pledged to secure public and trust deposits and for other purposes required by law. 
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cases. It’s possible, perhaps probable 
that most of the loans were made to 
borrowers who were good credit risks 
without reference to the government 
contract. Certainly an assignment of 
the contract might well be taken where 
the net worth or the character of the 
assets, outside the contract, is not 
impressive. 

In boxing, a clever fighter contrives 
to avoid disaster by rolling with the 
punches. Perhaps there’s something 
in the idea for the bank credit execu- 
tive attempting to function safely and 
sanely in a wartime economy. He 
should be in there fighting with loans 
and dollars when conditions are right, 
but definitely out of reach when dis- 
aster impends. Sound bank credit 
policy, intelligently administered, can 
make a significant contribution both 
to the winning of the war and the 
maintenance of an adequate civilian 
economy. 

The importance of that contribution 
will depend largely upon the credit 
executive’s courage. We are in a war 
for our lives, for our national existence, 
and if war financing involves a more 
than normal risk, the banks of America 
must assume it. No part of the com- 
munity has a larger stake in victory 
than they or a greater willingness to 
help speed the war’s end. Certain it is 
that bank credit executives will not be 
found wanting in either sound judg- 
ment or patriotic courage in dealing 
with the added responsibilities that 
the war has brought them. 


e 4 


WAR BOND 
DRIVE 


(CONTINUED FROM PAGE 27) 


the armed services. A large 12 x 8 foot 
service flag has been linked with a 
defense bond display in the main 
office of the State-Planters Bank & 
Trust Company, Richmond, Virginia. 
Directly underneath the flag is a panel 
containing the names of the bank’s 
personnel now in the armed forces. 
Flanking the flag are two Minuteman 
panels urging the purchase of “Vic- 
tory” stamps and bonds. Incidentally, 
it is expected that the official designa- 
tion of defense bonds will shortly be 
changed to “‘war bonds.” 

In addition to window and lobby 
displays, banks are using virtually all 
other known advertising mediums to 
promote patriotic thrift. They are, 
for example, making liberal use of 
billboard advertising in their defense 
bond promotion. A timely idea in this 
regard comes from the National Bank 
of Detroit. As Detroit Tiger fans scan 
the scoreboard at Briggs Stadium this 
season, they cannot fail to see the 
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large 33 x 20 billboard immediately 
adjoining, on which the bank dramati- 
cally reminds them of their part in the 
grim game of war. There is a poised 
figure of a doughboy. about to hurl a 
hand grenade, and the billboard reads, 
“He’s Pitching for You. Back Him 
Up —Buy Defense Bonds, too.” 

For its successful and aggressive use 
of radio as a means of defense bond 
promotion, the First National Bank 
and Trust Company in Tulsa, Okla- 
homa, has received a special citation 
from Secretary of the Treasury Henry 
Morgenthau, Jr. The bank has spon- 
sored a twice-weekly radio program 
called ‘“The Greatest Sale in History,” 
which in 13 broadcasts resulted in the 
sale of $1,155,860 in bonds and stamps. 
Two of Tulsa’s outstanding merchants 
and civic leaders organized 200 Tulsa 
business men for team competition in 
selling bonds over the air, on the bank’s 
program. Team captains and members 
vied in lining up friends and acquaint- 
ances for the purchase of defense 
bonds, with the promise that purchases 
would be acknowledged on the broad- 
casts. Purchases were also accepted 
over the telephone and announced dur- 
ing the programs, and even a number 
of long distance telephone orders were 
received. 

Each Tuesday and Thursday night, 
employees of the bank volunteered 
their services in handling the detail 
work involved. All bonds ordered were 
written that night for immediate 
delivery the next morning. Purchasers 
merely came to the bank’s defense 
bond window and presented payment 
for the bonds. 

Various civic organizations became 
interested in the program and the bank 
made certain nights available for 
sponsorship by the Rotary Club, 
Kiwanis, American Legion and similar 
groups. There is a waiting list of clubs 
wishing to take part in the show, and 
the First National Bank in Tulsa is 
said to be planning a continuation of 
the series of broadcasts. 

The citation to the bank from 
Secretary Morgenthau “For distin- 
guished services in behalf of the 
National Defense Savings Program” 
was personally presented by Vincent 
F. Callahan, press and radio director 
of the Defense Savings Staff. Mr. 
Callahan indicated that the Treasury 
Department would have a brochure on 
the plan prepared and made available 
to banks in other cities. He expressed 
his appreciation to R. Otis McClin- 
tock, president of the bank; W. W. 
Michaels, vice-president who was pro- 
duction manager of the smooth-run- 
ning broadcasts; and Harry B. Bullen, 
bank advertising manager. 

_ Many financial institutions are mak- 
ing good use of publicity, as well as 
paid advertising, to spread the defense 
bond idea. From the Treasury’s 


Defense Savings Staff in New York 
City comes a good example. It seems 
that Sammy and Mollie Cohen, of the 
Bronx, save for defense bonds by 
tossing all their change every night 
into their special “‘bond bank.” Their 
fifth $25 bond, bought in the name of 
their seven-month-old daughter, Fran- 
cine, marked the millionth dollar in 
defense bonds sold by the First 
Federal Savings and Loan Association 
of New York, 30 Rockefeller Plaza. 
This association was the first insti- 
tution of its kind in the country to 
achieve the one million dollar mark in 
defense bond sales, and it took full 
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advantage of the news possibilities in- 
volved. The occasion was marked by 
a ceremony in the association’s lobby. 
Sammy, Mollie and the baby were 
there. They posed for a picture with 
Gardner W. Taylor, president of the 
association, who personally presented 
the Cohen’s fifth bond to baby Fran- 
cine. Defense bond posters formed an 
appropriate background. Many simi- 
lar opportunities for publicity, helpful 
both to bond sales and to the finan- 
cial institutions concerned, are being 
utilized. 

There has been a trend toward the 
establishment of special departments 








NOISE IS AN EMBEZZLER 


WHO HIDES HIS HUGE TAKINGS UNDER 
“Errors”, “Overtime”, “Illness”, “Absence” 





Celotex Sound Conditioning 
Helps End Costly Noise Nuisance 


_ is no ledger account for “Noise.” 
But there should be. Noise is a rascal 
who plies his nefarious trade in hundreds 
of supposedly watchful banks. He manip- 
ulates records like any other embezzler. 


If all the errors and overtime, all the 
illness and absence and expensive em- 
ployee turnover for which noise is prop- 
erly to blame could be segregated under 
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one account—the total cost would be stu- 
pendous. That’s why so many progressive 
banks have ended noise nuisance by in- 
stalling Celotex Sound Conditioning. 


When you use Celotex Sound Condi- 
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pendable acoustical products, and (3) 
Guaranteed results! Write for details! 
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for the handling and promotion of 
defense bond sales. Perhaps the 
experience of California Bank in Los 
Angeles serves to explain why. Up 
to the end of January, the bank’s bond 
department on the second floor of the 
head office building had charge of 
handling defense bonds, with the 
bank’s fifty branch offices in and 
around Los Angeles merely acting as 
order takers. More than $7,000,000 
(maturity value) of defense bonds were 
sold under this arrangement. 
However, it was found that the 
bond department’s regular work was 
suffering, and its physical set-up was 
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neither adequate nor properly designed 
for this emergency task. Also, the 
bank’s main floor seemed to be the 
proper place for the selling of defense 
bonds. So a special department was 
put into operation and an attractive 
new booth was constructed to accom- 
modate it. Simultaneously, the bank’s 
branch offices were supplied with bonds 
and were authorized to make immedi- 
ate deliveries to purchasers instead of 
merely taking orders. 

The Peoples-Pittsburgh Trust Com- 
pany is said to be the first bank in 
Pittsburgh to establish a separate de- 
partment for the sole purpose of pro- 
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American Banking Aids The 
“Food for Freedom” Program 








This year the farmers of our country have been 
called upon to produce the largest amount of 
farm products in history. The foods, oils, and 
fibers to be produced are essential for strength, 
health, and critical military supplies ... they are 
truly munitions of War and tools of Victory. 


The financing of this vast argicultural production 
is an important contribution to America’s War 
Effort. It has been, and should continue to be, 
the legitimate function of the rural bank. 


The Banks and Bankers Department of 
Mercantile-Commerce contains men with actual, 
practical experience in the field of agricultural 
credits. Their cooperation is always available to 
our correspondents. 


MERCANTILE-COMMERCE 


Bank and Trust Company 
SAINT LOUIS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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moting defense bond sales. Its De- 
fense Bond Service Center was opened 
March 30, and the first customer was 
A. C. Robinson, formerly chairman of 
the board of Peoples-Pittsburgh Trust 
Company and head of Pittsburgh’s 
1917-18 Liberty Loan Drives. One of 
the illustrations on page 26 shows 
Mr. Robinson purchasing the initial 
bond from Miss Jane Wyatt. 

There is a move on the part of a 
number of banks to make it clear in 
their defense bond promotion that 
they do not realize a profit from their 
sale, but that on the contrary they are 
handling them at their own expense as 
a patriotic service. The fact that 
public misunderstanding exists on this 
point is indicated from a limited sur- 
vey recently made by the Merrill 
Anderson Company, New York City 
advertising agency, in co-operation 
with bankers in various parts of the 
country. The survey was designed to 
find out whether the average American 
realizes that the banks are handling 
war bonds without any compensation. 

The survey disclosed that in general 
the customers of the large commercial 
banks appear to be well informed as 
to the facts. Going down the income 
scale to the smaller depositors of sav- 
ings banks, it was revealed that the 
majority of those questioned were 
ignorant of the real situation, and some 
were quite definitely of the belief that 
banks handle the bonds at a profit. 
When the survey was continued to low 
income groups who have no banking 
contacts, it showed an almost com- 
plete ignorance of the subject. Merrill 
Anderson, president of the advertising 
company making the survey, states 
that while the sampling of opinion was 
not broad enough to justify positive 
conclusions, the indication was that 
there is still a great deal to be accom- 
plished in educating the public on the 
subject. 

Sd o Sd 


COURT 
DECISIONS 


(CONTINUED FROM PAGE 29) 


But how had the bank put its branch 
manager in a position to defraud the 
depositor as if the thing were done 
with the authority of the bank? 

“It was shown,” said the court, 
“that for a period of years the branch 
manager had carried out the deposi- 
tor’s instructions for the payment of 
his taxes and other obligations out of 
his account, through the use of with- 
drawal slips, and that for this service 
the bank had accepted a nominal fee. 
Moreover, the bank supplied its branch 
manager with printed forms and pre- 
pared notes to assist the manager in 
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rendering a service to customers in 
connection with transactions between 
its customers. The evidence intro- 
duced by the bank does not controvert 
the proof of the well-established cus- 
tom and practice of the bank to permit 
the branch manager to accept with- 
drawal slips for money deposited in the 
savings accounts and to transmit the 
funds to another upon the instructions 
of the depositor.” 

That background of “service to cus- 
tomers,” the court decided, was suf- 
ficient to warrant the depositor in 
believing that the branch manager was 
acting as an employee of the bank 
when he took the withdrawal slip for 
the fake loan. Hence the bank was 
liable for the manager’s fraud. 

The question of an 


employee’s | 


“apparent” or ‘‘ostensible’’ authority | 
to act for the bank in a particular | 


transaction is ordinarily said by the 
courts to be one that must be “‘deter- 
mined by all the circumstances.” 


As | 


in the California case, a service main- | 


tained by the bank for the accommoda- 
tion of customers may become a con- 
trolling “circumstance” involving the 


bank in an unanticipated liability. | 


(Ghiglione vs. ........ 
pany, 122 Pacific 
Series, 301.) 


Trust Com- 
Reporter, Second 


‘*Police Power’’ Dominates 
Banks 


From an Ohio court comes a sharp 
reminder that banks and other finan- 
cial institutions are in a very definite 


sense creatures of the State. Said the 
court: 
“All financial institutions — banks, 


savings societies, building and loan 
associations — are engaged in a business 
that intimately concerns the public 
welfare. They are subject to the 
regulatory powers of the State and can 
engage in the business only at the will 
of the State and upon such terms as it 
prescribes within constitutional limita- 
tions. That is the police power of the 


State to which all personal and prop- | 
erty rights must yield in the public | 


interest.” 
In the case before the court a 
financial institution had made an 


agreement with its shareholders, but 


even this was subject to the State’s | 


police power, for, said the court: 

_ “Whatever contract was_ entered 
into between the defendant financial 
institution and its shareholders, was 


Subject to this power, and the valid | 


exercise of the State’s police power 
determined the rights of the parties 
notwithstanding a contrary provision 
in the contract. 

“The provision of the United States 
Constitution prohibiting a State from 
passing a law impairing the obligation 
of contract, is not a limitation upon 


the exercise of the State’s police 
power.” (Allen vs. Shaker Heights 
Savings Association, 39 Northeastern 
Reporter, Second Series, 747.) 


° ° ° 


Funds Used to Pay Forged 
Check 


What is the status of the money used 
by a bank to pay a check on which the 
signature of its depositor as drawer has 
been forged? 

The Supreme Court of South Dakota 
recently gave this interesting explana- 
tion: 
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**A bank honoring a check drawn by 
the depositor may charge it to the 
depositor’s account. However,a drawee 
bank paying a purported check of a 
depositor on a forged or unauthorized 
signature is held to have paid it out 
of its own funds and cannot charge the 
payment to the depositor’s account.” 

This legal theory that the bank has 
paid a forged check out of its own 
money might be applied in various 
phases of the transaction. For ex- 
ample, its effect might be that the 
depositor’s balance has at all times 
been the balance arrived at without 
deduction of the amount of the check. 














~ CONTINENTAL ILLINOIS | 
NATIONAL BANK 
AND TRUST COMPANY | 


OF CHICAGO 





| Statement of Condition, April 4, 1942 





RESOURCES 


LIABILITIES 





Cash and Due from Banks................. $ 722,448,131.87 | 


United States Government Obligations, 

Direct and Fully Guaranteed 
Other Bonds and Securities 
Loans and Discounts...... 
Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances 
Income Accrued but Not Collected 
Banking House.......... 
Real Estate Owned other than Banking House 


ee 


SPIINR civ giessceecdtiw mes 
Acceptances ............ 
Reserve for Taxes, Interest and Expenses ... 
Reserve for Contingencies 
| Income Collected but Not Earned 
Common Stock.......... 
WIR sows Gauss ceives 
Undivided Profits........ 


pheeawenedeueess $1,701,347 ,123.86 
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ee 


United States Government obligations and other securities carried 
at $229,671,450.30 are pledged to secure public and trust deposits 
| and for other purposes as required or permitted by law 


Member Federal Deposit Insurance Corporation 


730,752,296.50 
79,589, 139.76 
286,385 806.90 
3,000,000.00 
795,947.85 
3,662,738.27 
11,925 ,000.00 
1,822,916.35 


$1,840,381,977.50 











849,366.13 
6,635 ,483.52 
17 ,223 907.22 
531,280.89 
50,000,000.00 
50,000,000.00 
13,794 ,815.88 


$1,840,381 ,977.50 
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It would put the bank in the position, 
perhaps, of refusing to honor a genuine 
check because of insufficient funds 
when the true balance was sufficient 
to cover the check. 

Unfortunately, the bank usually 
does not know it has paid out its own 
money until long afterwards. (In re 
Bethke’s Estate, 2 Northwestern Re- 
porter, Second Series, 686.) 


e ° S 


Status of Note Under 
Conflicting Laws 


The endorser of certain negotiable 
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notes was sued in the Mississippi 
courts. The notes had actually been 
executed and delivered in Alabama. 

“The notes,” ruled the Supreme 
Court of Mississippi, “were executed 
and delivered in the State of Alabama, 
and therefore the liability of the en- 
dorser is controlled by the substantive 
law of that State.” 

Sounds reasonable, but it’s only 
part of the story. In point of time, the 
notes were “‘outlawed”’ under the Mis- 
sissippi statute of limitations, though 
not barred by the Alabama statute of 
limitations. 

““A recovery must be denied on the 





























Guaranty Trust Company of New York 
Fifth Ave. at 44th St. 140 Broadway Madison Ave. at 60th St. 
London: 11 Birchin Lane, E. C. 3; Bush House, W. C. 2 
Condensed Statement of Condition, March 31, 1942 
RESOURCES 
Cash on Hand, in Federal Reserve vee and 
Due from Banks and Bankers . -$ 847,671,415.75 
U. S. Government Obligations 1,040,616,951.25 
Public Securities . ; 64,954,112.75 
Stock of the Federal Reserve Bank . 7,800,000.00 
Other Securities and Obligations 21,245,983.49 
; Loans and Bills Purchased 545,411,322.32 
Credits Granted on Acceptances. . ‘ 4,502,581.03 
Accrued Interest and Accounts Receivable . 9,078, 104.30 
Real Estate Bonds and Mortgages 1,698,490.68 
2,542,978, 961.57 
Bank Buildings . 10,849,016.19 
Other Real Estate 1,249,788.87 
LIABILITIES — 
Deposits . - « $2,241,371,353.95 
Treasurer's Chee ke Outstanding 15, 480, 233.98 
$2,256,851,587.93 
Acceptances. . $7,119,082.68 
Less: Own Acceptances. 
Held for Investment . 2,616,501.65 
4,502,581.03 
Liability as Endorser on ae serenie and 
Foreign Bills .. , ae ‘ 96,371.00 
Foreign Funds Borrowed . 152,550.00 
Dividend Payable April 1, 1942 2,700,000.00 
Items in Transit with Foreign Branches and Net 
Difference in Balances Between Various Offices 
‘ Due to Different Statement Dates of Some 
Foreign Branches . 1,276,882.00 
Miscellaneous Accounts Payable, Accrued Taxes. one. 10,026,938.15 
2,275,606,910.11 
Capital - $ 90,000,000.00 
Surplus F und ‘ 170,000,000.00 
Undivided Profits 19,470,856.52 
Total Capital Funds . . .. . 279,470,856.52 
Total Liabilities . . + « « «$2,555,077,766.63 
Siesta poouin to-ctaute gull eosubesan cugubed ty tom aul ter almer punpeens 
This Statement includes the and liabilities of the lish and French Branches 
as of March 26, 1942, and Belgian Branch as of October 31, 1941. 
Member Federal Deposit Insurance Corporation 
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note which fell due on March 8,” 
decided the Mississippi court, ‘‘as 
being barred by the Mississippi statute 
of limitations. The lex fori governs as 
to the remedy for the enforcement of a 
right in this State under a contract 
executed in another State.” 

The rights and obligations of the 
parties to a note or other contract are 
controlled by the law of the State in 
which the contract was made. That 
is what is meant by the “substantive” 
law. But remedial law is an entirely 
different matter: that is the law where- 
by the rights of the parties to a con- 
tract are enforced by legal remedies 
such as lawsuits. All matters having 
to do with the “remedy” are governed 
by the lex fori, that is, the law of the 
State in which the suit is brought or 
other remedy sought. 

A bank may have a note or other 


contract which is valid, legal and en- 


forceable in the State where it was 
made, but still be without redress 
because it has no legal “remedy” 
under the laws of the State in which 
the obligor is located. (Montgomery 
vs. Yarbrough, 6 Southern Reporter. 


| Second Series, 305.) 


| ments 


7 ° ° 


Antecedent Debt as ‘‘Value’’ 


The Uniform Negotiable Instru- 
Law seems pretty clear in 
defining what constitutes “‘value” as a 
consideration for a check or other 
negotiable instrument. 

“Value,”’ says the law, 
sideration sufficient to 
simple contract. An antecedent or 
pre-existing debt constitutes value 
and is deemed such whether the instru- 
ment is payable on demand or at a 
future time.” 

Now, ordinarily, a check or other 
negotiable instrument is received as 
“conditional” payment of the obliga- 


“is any con- 
support a 


| tion it represents, the condition being 
| that it will be paid upon proper pre- 


sentment. By express agreement, a 
negotiable instrument may be ac- 
cepted as absolute payment or satis- 
faction of an obligation, though such 


| agreements are most unusual. 





In a recent Massachusetts case, the 
court was asked to decide this inter- 
esting question: does an antecedenl 
or pre-existing debt constitute value 
for a negotiable instrument where the 
instrument is given merely as condi- 
tional payment of the debt and is nol 
accepted as “absolute” satisfaction? 

“It is settled,” said the Supreme 
Judicial Court of Massachusetts, “‘that 
one who receives a check in satisfac- 
tion of or as security for an antecedent 
or pre-existing debt is a holder for 
value. We are of the opinion that the 
provisions of the statute are not 
limited to cases where the instrument 


is received on the unusual terms of 





THE | 


abso! 
rece 
cond 
cede! 
for ° 
Nort 
561.) 


Che 


Di 
on a 
paye 
recel 

“\ 
paye 
mus 
has 
othe 
and 
port 

U 
Neg 
ture 
inst 
auth 
of tk 
case 
ban] 
Wrol 
port 
ture 


Ins: 


A 
inve 
the 
neg 
mea 
to b 

R 
Fed 


inst: 
wer 
pro’ 
put 
note 
note 
The 
or t 
mer 
mal 
new 
and 
for 
Jan 
the 
C 
Casi 
the 
not 
suit 
me! 
hol 


saic 


qui 
was 








rem & fe 





THE BURROUGHS CLEARING HOUSE—May, 1942 


absolute satisfaction, and that, though 
received on the usual implied terms of 
conditional satisfaction of an ante- 
cedent debt, the transfer is also made 
for value.” (Ahern vs. Towle, 39 
Northeastern Reporter, Second Series, 
561.) 


e + * 


Check Payable to Two Payees 


Discussing the endorsement required 
on a check payable to two or more 
payees, the Supreme Court of Iowa 
recently pointed out: 

“Where a check is payable to two 
payees who are not partners, both 
must endorse unless the one endorsing 
has authority to endorse for the 
other.”” (Wormhoudt vs. Union Bank 
and Trust Co., 2) Northwestern Re- 
porter, Second Series, 267.) 

Under the provisions of the Uniform 
Negotiable Instruments Law, the signa- 
ture of any party to a_ negotiable 
instrument may be affixed by his 
authorized agent, and the authority 
of the agent may be proved as in other 
cases of agency. Meaning that the 
bank may lose its money if it “‘guesses 
wrong” on the authority of the pur- 
ported agent to affix someone’s signa- 
ture. 

° > e 


Installment Note Interpreted 


A recent Federal court decision 
involving an installment note indicates 
the tendency of the courts to hold that 
negotiable instruments, legally drawn, 
mean exactly what they say and are 
to be given effect accordingly. 

Referring to the note in suit, the 
Federal court said: 

“The note was payable in monthly 
installments which in varying amounts 
were set out up to December with a 
provision that the ‘balance was to be 
put into new note January first.’ This 
note calls for balance to be put in one 
note without designating any due date. 
The burden was on the maker to give 
or tender the new note. 

“A note in which no time for pay- 
ment is expressed is payable on de- 
mand and is due immediately. No 
new note having been given or tendered 
and no due date having been expressed 
for the balance, it became due on 
January first and bore interest from 
the date of the note.” 

One of the defenses raised in the 
case was an alleged oral agreement by 
the holder of the note that he would 
not exact payments on the note in 
suit so long as the maker kept up pay- 
ments on other notes of his which the 
holder also owned. 

To this contention the Federal court 
said : 

“The alleged agreement not to re- 
quire payments as long as defendant 
was paying on the other notes, if made, 


was without consideration and void.” 
(Pittsburgh Plate Glass vs. Jarrett, 
42 Federal Supplement, 723.) 


e Sd e 


Set-off Against Unmatured 
Debt? 


May a bank set off a depositor’s 
account, or any part of it, to cover the 
depositor’s debt to the bank which 
has not yet matured? Not unless the 
depositor has expressly authorized 
such set-off, says the Appellate Court 
of Illinois in a recent decision. 

*‘While it is a recognized rule of law 
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in this state,” says the court, “that a 
bank may set off the account of a 
depositor from whom a past due 
obligation has accrued to the bank, 
this right is not absolute and would 
not apply where a trust relation be- 
tween a bank and a third person has 
arisen. Nor can a bank apply the 
deposits of a debtor to an unmatured 
indebtedness in the absence of express 
authority so to do.” 

Such authority should be obtained 
in writing from the borrower at the 
time the loan is made! (Gillett vs. 
Williamsville State Bank, 34 North- 
eastern Reporter, Second Series, 552.) 





Our sights 
are raised! 


Victory calls for full speed ahead— 
in the production of materials needed 
by our armed forces. Our steel mills, 
factories, shipyards are building the 
weapons and warcraft for use in the 
air, on land and sea. From our farms, 
groves, ranches come ever-increasing 
quantities of dairy products, vege- 
tables, fruits, meats, cereals, oils—food 
to sustain the United Nations at war. 

Local lending institutions contribute 
materially to the war effort by help- 
ing to finance expanding agricultural 


SPRINGFIELD, MASS. LOUISVILLE, KY. 
BALTIMORE, MD. NEW ORLEANS, LA. 
COLUMBIA, S. C. ST. LOUIS, MO. 


CHARLES R. DUNN, Fiscal Agent 








activities. 


In this process, notes— 
endorsed by commercial banks, agri- 
cultural credit corporations, livestock 
loan companies, production credit 
associations, banks for cooperatives 
—are rediscounted by the Federal 
intermediate credit banks. 

These twelve banks obtain required 
funds by the sale of their consolidated 
debentures—thereby en- 
listing private investment 
capital, throughout the 
land, in the common cause. 





THE FEDERAL INTERMEDIATE CREDIT BANKS 


ST. PAUL, MINN. HOUSTON, TEX. 
OMAHA, NEB. BERKELEY, CAL. 
WICHITA, KAN. SPOKANE, WASH. 


Further information regarding the Debentures may be obtained from 


31 Nassau Street, New York, N. Y. 





In writing to advertisers please mention The Burroughs Clearing House 





44 


CANADIAN 


(CONTINUED FROM PAGE 28) 


This frees a number of experienced 
bankers to take over posts in other 
branches where they may be needed. 


¢ ° ° 


Historical Exhibit at Bank of 
Montreal 


A collection of early Canadian bank 
paper, coins and other historical data 
is now on exhibition in the main bank- 
ing room of the Bank of Montreal head 
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office at Montreal. This exhibit is 
timely in view of the bank’s 125th anni- 
versary later this year. The exhibit 
includes some of the actual furniture 
of the bank’s first modest office; panels 
attributed to the famous British sculp- 
tor Flaxman which ornamented Can- 
ada’s first specially built bank build- 
ing, housing the Bank of Montreal; 
specimens of the first domestic cur- 
rency ever issued in the Dominion by 
the Bank of Montreal, and a number 
of other objects. 
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INTER ARCE 


For 77 years Minneapolis-Moline and MM 
Dealers have played an important part in mak- 
ing American farmers the world’s greatest pro- 
ducers of food and fibre. 


There is today a tremendous responsibility on 
our farmers to produce more food and fibre to 
sustain our population and to build up stocks of 
food to assure victory soon and a more perma- 
nent peace. It is the patriotic duty of MM 
Dealers to help farmers in every way possible to 
meet this responsibility. You can help your 
customers, your country, and yourself by urging 
your customers to repair their MM machines at 
once and to scrap and sell all machines not worth 
repairing. Urge upon everyone the importance of 
making available to our war industries scrap metal 
of all kinds, old rubber, old rags and waste paper. 


Take the lead in your community also in urg- 
ing farmers and townspeople to grow a Victory 
Garden. Vitamins are Vital to Victory. 


BRANCHES NEAR EVERYWHERE 


Invest in Defense Savings Bonds and Stamps 
“Keep ‘em Flying!” 


MINNEAPOLIS-M 


IMPLEMENT COMPANY 


POWER 




















BANKING 


Two show cases form the main part 
of the current exhibition, and these 
contain such historical items as the 
wooden box covered with tooled leather 
containing the original of the Royal 
Charter of the Bank of Montreal, 
granted by the King of England, 
William IV. There is early currency, 
including $4 notes. The copper plates 
from which the first notes were printed 
are on exhibition, along with a bulbous 
gold watch used by the first cashier, 
metal bank tokens and other coins, 
medals commemorating historical 
events in the British Empire and 
Canada, and some small pieces of early 
bank furniture. 


7 ° Sd 


Gasoline Rationing as it 
Affects Banks 


Gasoline rationing went into effect 


in Canada on April 1, with gasoline 
available only on presentation of cou- 
pons, each coupon being good at the 


start of the rationing plan for four f 


gallons. When first announced in 
February, the coupons were to be 
worth five gallons each, but develop- 
ments in the East Indies caused the 
reduction. Every automotive user has 
had to apply for a rationing book, and 
varying categories have been set up 
by the Oil Controller for Canada, 
G. R. Cottrelle (loaned by the Cana- 
dian Bank of Commerce early in 
the war). 

Bank armored cars and trucks were 
placed under the commercial category, 
permitting use of as much gasoline as 
is needed in the course of their ordinary 
business. Stationery trucks, other 
bank trucks, cars owned by banks or 
individual bankers and used by travel- 


ing inspectors, or by bankers operating f 


subagencies, were allowed to apply for 
the category nearest the amount ol 
gasoline used last year. ‘This placed 
many of them in category “C,”’ which 
allows 168 to 216 coupon units annu- 
ally, depending on the make of car. 
Lowest category under the gasoline 
rationing scheme is ‘“‘A” for pleasure 
driving or for automobiles not used or 
needed in business. These can obtain 
only 60 to 76 coupon units annually, 
depending on the make of car. All 
ration coupon books cost $1. 
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American Dollars For 
Canadian Travellers 


To-encourage travel by Canadians 
to Bermuda, Bahamas and Jamaica, 
the governments of these three British 
colonies have arranged for residents 0! 
Canada to obtain United States dol- 
lars to pay their way to United States 
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ports of New York, Baltimore or 
Miami, for travel to these colonies. 

The Canadian Foreign Exchange 
Control Board points out, in its circu- 
lar on the availability of these travel 
funds, that they are provided by the 
authorities in Bermuda, Bahamas and 
Jamaica, not by the FECB. Travellers 
for these points may obtain a reason- 
able amount of United States dollars 
for incidental expenses en route to 
ports for these colonies through the 
American Express Company and Thos. 
Cook & Son, Ltd., who act as agents 
for the colonies in Canada. Canadian 
travellers may purchase sterling or 
transfer Canadian dollars, without 
limitation as to amount, to the British 
Empire colonies for their expenses 
while there. 

ca oO +7 


Banks Assist in Second 
Victory Loan 


Canadian banks for the second time 
in this war acted as delivery agents for 
a government war loan during the 
Second Victory Loan campaign which 
started February 16 with a goal of 
$600,000,000. As last summer, Cana- 
dian banks were the agents of the 
Department of Finance in handling, 
delivering and collecting installment 
payments on the public’s purchases of 
the bonds. The Second Victory Loan 
committee was headed as last summer 
by G. W. Spinney, general manager 
of the Bank of Montreal. Bank 
advertising for the duration of the 
campaign featured the war loan. 
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Unclaimed Balances in 
Canadian Banks 


The Department of Finance, Ottawa, 
recently announced that Canada’s 
ten chartered banks and two Quebec 
savings banks have $3,182,000 in un- 
claimed balances on their books. More 
than 23 per cent of this amount repre- 
sents amounts on books of Canadian 
bank branches outside the Dominion. 

Generally speaking Canadian banks 
are making no spectacular drives to 
clean up these unclaimed balances 
which have remained almost constant 
in total during the past decade. 
banks are campaigning harder than 
others to clean these up, and bank 
head offices in Toronto and Montreal 
receive at least three queries a week, 


some many more, about old accounts. | 


Each year sees some old accounts 
eliminated from the lists. 
months ago one bank was able to write 
finis to a substantial account which 
had been unclaimed since 1906, a 
lawyer having traced heirs and execu- 
tors in England and Canada to find 
the rightful owners living in England. 

An intensive campaign has been 
waged by the Bank of Nova Scotia, 





Only a few | 


Some | 





which at least once a year sends out a 
personal letter to each branch man- 
ager, drawing attention to individual 
unclaimed balances which the branch 
has reported. The branch manager is 
urged to assign members of the staff to 
find the. whereabouts of owners of 
accounts or their heirs, by personal 
calls at their last known addresses, by 
checking old city and telephone direc- 
tories, by ascertaining occupational 
or fraternal society connections, by 
visits to former neighbors, and many 
other ways. It is of interest to note 
that one Montreal branch of this bank 
within a year of intensive effort 
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cleaned up 80 of 83 unclaimed balances 
on its books. 

Canadian banks under the law must 
notify unclaimed or inactive accounts 
by registered mail at the end of two 
years and again at the end of five 
years. After that a list is sent annu- 
ally to the Department of Finance at 
Ottawa. The government used to 
issue printed copies of this list, but 
this became too expensive an under- 
taking with between 50,000 and 70,000 
names on the list. Now information 


on these accounts is available at the 
Department of Finance offices 
Ottawa. 


at 
Oldest account on the list is 











BANK 







































































book or test sheets. 





ohun bank statement 


to Permanent Hecords 


Profit by the eighty years’ experience that gives PAR- 
SONS RECORD PAPERS distinctive appearance, rugged- 
ness and durability that can’t be matched. Made from 
cotton fibers, they have strength to withstand rough 
usage—then remain intact for ages. The surface is smooth 
to the pen, yet immune to erasures and thumbing. You 
pay no more for the extra quality of PARSONS RECORD 
PAPERS, so why not enjoy the benefits? Ask for sample 


Sample books of these grades can be obtained from your Printer, 
Lithographer, Parsons Merchant or direct from the mill. 
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one in the name of J. Armour of 
Montreal, for the amount of $10 with 
the Bank of Montreal, the account 
dating back to 1819. 

Many of these unclaimed balances 
can never be paid, but Canadian banks 
are responsible for all time. A great 
number of these accounts are those of 
immigrants who have died without 





No more Rubber Bands for 
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Checks, Statements, Mail, Currency, 
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BUNN PACKAGE 
TYING MACHINE 


The BUNN will tie a package of checks or 
currency in one and two-tenths seconds. The 
machine will automatically make a single or 
double wrap of soft cotton twine around a 
oe of any size up to 11) inches wide. 
f the package is only % of an inch thick, 
it can also be tied without the least change 
or adjustment. 











The Federal Reserve Banking System has 


used the BUNN machines to tie currency for 
the past 18 years. 


Write for descriptive folder and also our 
ten-day free trial offer. 


Manufactured by 


B. H. BUNN COMPANY 
7605 Vincennes Avenue CHICAGO 
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leaving names of nearest of kin in their 
homeland. A few years ago the 
Quebec Provincial Government insti- 
tuted a test case to obtain the money 
of unclaimed balances more than 30 
years inactive, but Ottawa _ ruled 
against this method of confiscation of 
unclaimed balances. In a recent test 
case made by the Province of Quebec 


e 


against the Bank of Montreal involvin 
deposits amounting to $15,732, in 
which no entry had been made during 
the past 30 years, the Quebec Superior 
Court favored the claim of the prov- 
ince. Outcome of appeals on this 
test case are awaited, and appeals 
will most likely be taken to the 
highest courts in the British Empire, 


AIR RAID SET-UP 


(CONTINUED FROM PAGE 24) 


goes to the shelter with that depart- 
ment instead of trying to return to his 
own. 

A practice drill held several days 
ago worked perfectly. Most depart- 
ments reached the shelters in about 
two minutes. 

All essential records are being dupli- 
cated or copied and stored with 
branches some distance away. 

“In addition to these air raid pre- 
cautions,” stated Mr. Krick, “‘atten- 
tion should also be given to prevention 
of sabotage. The bank premises are 
being closely guarded and careful 
watch kept upon sidewalk elevators 
and other possible hazards so that 
nothing is left open for saboteurs.” 

The Wells Fargo Bank & Union 
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Pocket Check Cases. Super finish and antique 
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FINISH any color. Outstanding fea- 
tures, such as positive drawer stops— 
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STRAYER COIN BAG CO. NEW BRIGHTON, PA. 
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Trust Company headquarters at Mar- 
ket and Montgomery Streets presents 
a different problem, since it occupies a 
12-story structure with approximately 
900 employees to be evacuated from 
these floors to places of safety. 

The air raid precautions program is 
directed by Arthur W. Kohner, cashier, 
recently named by Mayor Angelo J. 
Rossi as chief deputy air raid warden 
for San Francisco’s force of 24,000 
air raid wardens. 

The third, fourth, fifth, sixth and 
eighth floors have been designated as 
safety shelters. Klaxons are installed 
on every floor and when an air raid 
alarm sounds, the employees in the 
basement, the staff on the main floor 
banking rooms and the second floor go 
to third floor safety zone. Those 
departments which are on floors above 
the seventh will use the eighth floor 
safety zone. 

All staff members have written in- 
structions outlining what to do during 
an air raid emergency. Cash and vital 
records are placed in the vaults by 
those assigned to these duties. Roof 
watchers go to the roof. Uniformed 
floor guards remain on duty at desig- 
nated stations. Street doors will re- 
main open for people who wish to take 
shelter in the bank. 

Supplies of sand and fire-fighting 
equipment are located on every floor 
and people assigned to man them. 
Fire-fighting squads are being trained 
by the San Francisco Fire Department 
in the proper methods of handling dif- 
ferent types of bombs. 

Many of the bank staff have com- 
pleted first aid courses and some hold 
supervisor’s certificates. On the top 
floor is the medical department, 
equipped with an operating table and 
surgical instruments. Should this area 
be bombed, duplicate equipment, in- 
cluding operating table, instruments, 
gauze, bandages, etc., is stored safely 
in the basement. 

Every window on the third, fourth 
and eighth floors has been fitted with 
black drapes and plywood frames for 
blackouts. Should employees be work- 
ing evenings when blackouts occur, per- 
haps at end of the month, they can go 
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immediately to these blackout floors. 

Across the street the Crocker First 
National Bank is located in a 12-story 
building. It occupies four floors and 
an annex, also floor space extending 
far into the 111 Sutter Building. 
Here the problem is one of evacuating 
employees and protecting property 
over large floor areas. 

A smooth-running organization here 
functions under J. A. White, the 
cashier, acting as co-ordinator, assisted 
by George M. Doyle, chief clerk. 
During daylight raids Mr. White will 
be centrally located on the main floor 
where he will receive reports and 
direct operations. 


THREE safety zones have been as- 

signed, one in the basement, one on 
the fifth floor and another on the sixth 
floor. 

The organization consists of groups 
working under the co-ordinator, includ- 
ing floor wardens, roof watchers, 
volunteer guards, first aid and “‘emer- 
gency squads.” These groups have 
been thoroughly trained and each 
member of the staff has detailed writ- 
ten instructions from Mr. White 
telling where to go and what to do. 

The emergency squad is formed for 
fire-fighting purposes or any other 
emergency and includes a first aid 
man. Emergency crews have two 
well-equipped fire trucks carrying ex- 
tinguishers, welders’ goggles and every- 
thing needed to combat bombs. 

The air raid alarm is sounded by 
three sirens, in the basement, on the 
second floor and on the third floor, 
which can be heard distinctly through- 
out the bank, and are electrically oper- 
ated from a button under Mr. White’s 
desk. The sirens are powered by auto- 
mobile batteries equipped with charg- 
ers for power in case the building 
current is cut off. 

The directors’ room on the second 


floor has been blacked out for use as | 
In cabinets are | 
ample supplies of blankets, bandages, | 
and enough first aid requirements to | 


first aid headquarters. 


start a small drug store. Cots can be 


set up quickly and the directors’ table | 


utilized as a dressing station. Auto- 
mobile headlights wired to automobile 
batteries can be used as auxiliary 
lighting for the table if electricity fails. 
Bottled water is on hand in case the 
water supply gives out. When the 
air raid alarm sounds, al] first aid 
groups report here to the first aid 
warden for assignments. 

The staff will use stairways in going 
to shelters, as elevators are needed for 
moving securities and valuables to 
vaults. Certain stairways are desig- 
nated for “up” traffic and others for 
“down” traffic only. 

‘’. drill held a week ago resulted in 
most bank areas being entirely cleared 
in about two minutes. 


Barrels of sand on various floors 
have asbestos covers which can serve 
as shields in fighting incendiary bombs. 
Batteries of steel files have canvas 
covers laced over them to hold files 
together in case of explosions. 

In The San Francisco Bank, the 
employee organization and air raid 
plans are similar in scope to those 
already described, and are directed by 
Parker S. Maddux, the president, 
assisted by Albert Frietzsche, and 
Jackson D. Baker, vice-presidents. 
Mr. Baker directed organization of the 
volunteer air raid warden service for 
the city of San Francisco and served as 
chief air raid warden for four months. 

In handling its practice drills, the 
bank has introduced an innovation. 
“Our practice drills are conducted 
entirely in silence, with President 
Maddux holding the stop watch,” 
explained Mr. Frietzsche. “If the 
staff can be accustomed to going 
through these drills silently, there will 
be no difficulty in controlling the situ- 
ation if a real air raid comes, and this 
training also eliminates the possibility 
of hysteria and emotional upsets.” 

The glass areas of the banking room 
in the building annex have been 
blacked out since Pearl Harbor. All 
windows are also being taped in 
squares with translucent tape. This 
arrangement will not stop windows 
from breaking by bomb explosions, 
but will help retard the glass from 
splintering and flying. 

It has not been possible within the 
length of this article to describe the 
air raid precautions being undertaken 
by all the San Francisco banks, nor 
those adapted for their branch banks. 
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But this survey will give a representa- 
tive cross section of the thorough pre- 
parations San Francisco banks are mak- 
ing against possible air raid attacks 
and show how alert San Francisco 
bankers are to the situation. 
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War time tax laws make record storage vitally necessary to the well being 
of your concern. Today you must have fool-proof storage facilities. 
Acquaint yourself w'th this inexpensive and efficient permanent binder 
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| THEY’RE EASY TO USE 
— The Liberty Permanent Binder 
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» Masonite presswood covers, 
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« self-locking posts. Any office 
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more records than ever before, 
and this year you'll keep more. 
Write for your FREE binder 
now. Just attach this ad 
to your letterhead with a 
sample of the form to be 
bound. Mail it today with 
25c in stamps to cover ship- 
ping expense. 


We have 23 years of record storage filing experience behind us. We 


know the LIBERTY Permanent Storage binder is good and we're 
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People appreciate the convenient ease of 
writing with the new flood-proof, finger- 
protecting tip-in-ink Handi-pen ... the 
last word in writing ease and neatness for 
your customers and staff. Only the tip 
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only enough ink to write instantly, 
smoothly. Reservoir holds up to a year’s 
supply of ink, cuts out messy refilling 
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Have YOU Started the Pay- Roll 
Savings Plan in YOUR Company? 


Like a strong, healthy wind, the Pay-Roll Savings 
Plan is sweeping America! Already more than 
32,000 firms, large and small, have adopted the Plan, 
with a total of over seventeen million employees— 
and the number is swelling hourly. 


But time is short!..More and more billions are 
needed, and needed fast, to help buy the guns, tanks, 
planes, and ships America’s fighting forces must 
have. The best and quickest way to raise this money 
is by giving every American wage earner a chance to 
participate in the regular, systematic purchase of 
Defense Bonds. The Plan provides the one perfect 
means of sluicing a part of ALL America’s income 
into the Defense Bond channel regularly every pay- 
day in an ever-rising flood. 


Do your part by installing the Pay-Roll Savings 
Plan now. For truly, in this war, this people’s war, 
VICTORY BEGINS AT THE PAY WINDOW. 
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Plan Easy to Install 


Like all efficient systems, the Pay-Roll Savings 
Plan is amazingly easy to install, whether your 
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